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THE MERCHANT MARINE ACT OF 1936 


The Act of 1936 substitutes new methods of granting ship subsidies for devices which 
Congress and the Administration regard as inadequate to promote an “adequate” overseas 
merchant marine. The results under the sale of the war-time fleet at a heavy discount, the 
construction loan fund and the ocean mail contracts are set forth. The following features 
of the Merchant Marine act of 1936 are discussed: the declaration of policy, the Maritime 
Commission, the construction-differential subsidy, the operating-differential subsidy, addi- 
tional subsidies, cancellation of the ocean mail contracts, treatment of American seamen 
and government ownership and operation. The paper is concluded with a presentation of 
come of the issues raised by the new legislation. Among these are the difficulty of determin- 
ing foreign shipbuilding and ship operating costs and also of discovering foreign sub- 
sidies, the problem of idle shipping, the rampant economic nationalism of many countries, 
the apparent lack of knowledge concerning the shipping needs of the country, the danger 
of foreign retaliation against American trade under an unwise exercise of the new subsidy 
power, the possible conflict between the reciprocal trade program and the promotion of 
shipping, and the fallacy of the ‘‘delivery-wagon” theory of shipping. 


I. Introduction 


With the passage of the Merchant Marine act of 1936," signed by Presi- 
dent Roosevelt on June 30 last, Congress made another attempt to solve 
the perennial problem of American overseas shipping. During the previous 
twenty years no less than three major pieces of legislation,? as well as 
numerous minor laws, had been enacted to implement the policy of pro- 
moting the growth of the American merchant marine. 

The Merchant Marine act of 1936 is significant, however, not so much 
for its basic objectives as for its methods of promoting the development 
and maintenance of an ‘‘adequate’’ merchant marine. Although policies 
are set forth in greater detail than in previous legislation, the objectives, the 
purposes and the aspirations of Congress are unchanged. The need for and 
the desirability of government subsidies are set forth more frankly than 
ever before, to be sure; but government aid in one form or another has 
been accorded the privately owned and operated merchant marine for many 
years, 

The chief devices in the past have been: (1) the sale of government 
vessels at low prices and on favorable terms to private operators (Merchant 

"H.R. 8555, Public No. 835, 74th Cong., 2nd sess., 1936. 

* Shipping act, 1916, H.R. 15455, Public No. 260, 64th Cong., 1st sess., 1916; Mer- 


chant Marine act, 1920, H.R. 10378, Public No. 261, 66th Cong., 2nd sess., 1920; and 
Merchant Marine act, 1928, S. 744, Public No. 463, 70th Cong., 1st sess., 1928. 
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Marine act of 1920); (2) loans at low rates of interest to private concerns 
for the construction of new ships or for the reconditioning of old ones 
(Merchant Marine acts of 1920 and 1928); and (3) appropriations of f 
large sums of money for the carriage of the ocean mail, a substantial portion 
of which is to be regarded as a concealed subsidy (Merchant Marine act of 

1928). The new law repeals the second and third methods and substitutes 
a plan of construction- and operating-differential cost subsidies and, in ad- , 
dition, provides for direct assistance to meet any foreign subsidies paid 
to competing lines. The first method is treated in a rather cavalier manner 
in the new legislation, probably because Congress did not expect to have | 
many buyers for the remaining relics of the war-time fleet. 

It is not surprising that a policy of granting federal aid to shipping should 
have been viewed with concern as the realities of the depression were im- 
pressed upon the consciousness of the public. Aside from the widespread 
feeling that the time had come to practise economy (at least such a view 
prevailed until 1933), those who looked into the matter concluded that 
the shipping interests had rendered little or nothing in return for value 
received from the government. That the shipowners and operators had 
received substantial subsidies during the post-war period, there could be 
no reasonable doubt. First, the Shipping Board sold out the war-time fed- 
eral fleet at little more than ten cents on the dollar.* These ships were 
generally released to private interests on the basis of a favorable mortgage 
arrangement; and the government accordingly received very little cash from 
the sale.* Second, the shipping interests had the advantage of a revolving 


construction loan fund of $250,000,000° to be made available at very low § 
rates of interest and upon favorable terms, including loans as high as ' 
three-fourths of the cost of construction.® Although there was a brief period ff 

* By June 30, 1931, when the sales came virtually to an end, 1,983 ships had been 
sold for an aggregate price of $281,000,000, leaving in government hands at that time | 
vessels having an inventory value of about $67 ,250,000. J. E. Saugstad, Shipping and Ship- | 
building Subsidies, U. S. Department of Commerce, Bureau of Foreign and Domestic 
Commerce, Trade Promotion Series No. 129, 1932, p. 42. Further government aid aggre- 
gating $23,561,230 was ae to ship purchasers in the form of discounts from book 
value in exchange for an agreement to operate the vessels on established routes. General 
Report of the Postmaster General to the President, January 11, 1935, H.R. Doc. No. 118, 
74th Cong., 1st sess., pp. 5-6, 9 

“As late as June 30, 1934, the ocean mail contractors still owed the government 
$16,935,778 on these mortgages, of which amount $3,084,878 was past due. General Report 
of the Postmaster General t the President, op. cit., p. 10. 

* Originally fixed at $25,000,000 under the provisions of the Merchant Marine act of 
1920, increased to $125,000,000 in 1927, and finally to $250,000,000 by the Merchant 
Marine act of 1928. The features of the construction loan fund are considered in detail 
in Saugstad, op. cit., pp 3 

* Between 1923 and June 30, 1931, the Shipping Board loaned $145,131,165 on 75 
ships costing $206,534,392, to build or recondition. All but $9,888,945 was loaned for 
the construction of 56 new vessels. The rate of interest on these loans ranged from one- 
eighth of one per cent to 31/ per cent. It is interesting to note that most of the loans were 
made after the passage of the Merchant Marine act of 1928, only $18,629,500 having 
been authorized prior to its enactment. [d/d., pp. 70-73. . 
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cerns of active construction between 1928 and 1931, the expectations of those 


1 ones who sponsored the program were not fulfilled; and President Roosevelt 
bas. of finally declared in 1935 that “this lending of money for shipbuilding has in 
ortion practice been a failure.””* 
act of The greatest controversy over public policy centered, however, upon the 
titutes ocean mail contracts awarded by authority of the Merchant Marine act of 
in ad- 1928.8 The Postmaster General concluded, after an investigation, that 
paid many of the contracts were let illegally because they were “negotiated” in 
lanner tivate and not awarded to the highest bidder after public notice and com- 
> have petitive bidding.® Much dissatisfaction was also directed against the pay- 
ments which amounted in fact to a substantial subsidy to the ship operators. 
hould The mail pay was increased from about $9,000,000 in the fiscal year 1929 
re im- to $29,000,000 in 1934, and maintained at that level until the contracts 
pread were cancelled. As of June 30, 1934, the Post Office Department had paid 
view to the ship operators the sum of $119,257,757, which, after deducting 
1 that $15,534,509 for carrying the mail at the American poundage rate, yielded 
Value a subsidy of $103,723,248.?° 
s had Public indignation was directed not so much against the payments per se 
Id be as against the failure of the private ship operators to develop and maintain 
© fed- an “‘adequate’’ merchant marine. The Postmaster General reported much 
wee “waste and extravagance,” the payment of “enormous fees’ to lobbyists 
tgage and special representatives, “high salaries and excessive dividends,” and 
f cons the piping of the funds away from the carriers to holding companies, agency 
Iving companies, stevedoring companies, repair companies, supply companies and 
y low the like." Of equal severity was the verdict of the Black Committee which 
gh - reported to Congress that the merchant marine was neither adequate nor 
eriod privately owned, and that part of the responsibility rested “upon those 
2 ‘tee individuals who, publicly posing as patriots, prostituted those laws for their 
ae > private profit.”"?* The President, in urging Congress to enact a new shipping 


" Message to Congress, March 4, 1935, H.R. Doc. No. 118, 74th Cong., Ist sess., p. 2. 


mestic 

aggre. | The unpaid balances on June 30, 1934, with respect to ocean mail contract services, amounted 

. book &f to $94,430,980, and the sums past due totalled $1,947,301. 

nerd 1 ‘Prior to 1928, Congress had from time to time assisted overseas shipping by means of 

). 118, favorable ocean mail contracts. The sums involved, however, were small in comparison with 
those paid in the. period after 1928. Saugstad estimates the total paid between 1845 and 

nment ff 1928 to have been $52,018,401. Saugstad, of. cit., pp. 48-64. This is approximately one- 

Report half of the subsidy of $103,723,248 accruing under the ocean mail contracts between 1928 
and June 30, 1934. General Report of the Postmaster General to the President, op. cit., p. 9. 

act of * Ibid, p. 7. See also pp. 4-7. On p. 18, the Postmaster General adds, “The contracts in 

cchant most instances were awarded at the highest rates possible under the law.” 

detail “It is estimated that the subsidies which would have accrued during the entire life of 
the contracts, had they not been cancelled, would have amounted to $268,000,000. Ib/d., 

7 p. 9. 

for Ibid., p. 11. 

: a " Investigation of Air Mail and Ocean Mail Contracts, Special Committee of the Senate 

, were to Investigate Air Mail and Ocean Mail Contracts, Preliminary Report, Sen. Rep. No. 898, 

aving 74th Cong., 1st sess., June 18, 1935, pp. 2-3. The Committee laid part of the blame for 


the “costly failure” upon “an ill-advised compromise law’’ and upon “certain public officials 
who flagrantly betrayed their trust and maladministered those laws.” Ibid. 
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statute, characterized the subsidies of this type as ‘‘an unsatisfactory and 
not an honest way of providing the aid that government ought to give to 
shipping.’ He added, sharply, “I propose that we end this subterfuge.’ 
In brief, the President, like many others, objected not to federal subsidies 
for overseas shipping in order to secure an “‘adequate” merchant marine for 
commercial and military purposes, but rather to the failure of previous 
legislation to achieve honestly and fully the desired ends. While it was 
admitted that the fleet ranked in tonnage second only to that of the United 
Kingdom, the point was emphasized that in all other important respects 
it ranked much lower. Colonel J. Monroe Johnson, Assistant Secretary of 
Commerce, contended that the United States merchant marine was fourth 
in speed and Jast in age among the principal maritime nations of the world." 
He went on to say that fewer modern cargo vessels exceeding 2,000 gross 
tons were built in the United States during the decade prior to 1935 than 
in any other leading maritime nation. As a result of the failure to construct 
new ships as rapidly as other countries, the proponents of the new legisla- 
tion sought to arouse the sympathy of the public by claiming that only 5 
per cent of the 8,900,000 gross tons constructed during the period in ques- 
tion was registered in the United States.*® 

In summary, then, the arguments in favor of repealing the previous 
subsidy legislation and substituting for it a new law drawn along different 
lines were: (1) previous methods gave assistance in disguise contrary to an 
honest and frank policy of granting ship subsidies; (2) the previous legis- 
lation was badly drawn and poorly administered; (3) the private operators 
had not adequately fulfilled their obligations to the government, (a) by 

*® Message to Congress, op. cit., p. 2. 

™ Address of Col. J. Monroe Johnson before the Traffic Club of New York, June 18, 
1936. 

* Since the purpose of this introduction is to present objectively the circumstances which 
led to the passage of the new federal shipping legislation, the arguments of those who 
deplored the sad state of the merchant marine in 1935 have not been appraised critically. 
That will be done in the concluding section of this paper, after the provisions of the Act 
of 1936 have been presented. Nevertheless, it is pertinent to observe that about 35 per cent 
of the country’s water-borne foreign commerce is carried in United States flag ships, that 
this percentage has been maintained with little change since the early post-war period, and 
that this percentage is considerably higher than the proportion of the international trade 
of the United States carried in the bottoms of any other nation. Statistical Abstract of the 
United States, 1935, pp. 403, 415. Furthermore, the failure to construct more merchant 
vessels for United States registry after the completion of the federal program in 1922 was 
to be expected. Congress appropriated $2,884,000,000 for the construction and acquisition 
of commercial ships between June 15, 1917, and July 1, 1918; this sum exceeded the esti- 


mated value of the entire overseas shipping in existence throughout the world prior to the 
outbreak of the war in 1914. Although the program was curtailed after the armistice, the 
Shipping Board held on June 30, 1922, 2,312 vessels of 13,636,711 dead weight tons, which 


represented 70.7 per cent of the ships and 74.1 per cent of the tonnage which the govern- 
ment had originally intended to build or acquire. Saugstad, of. cit., pp. 45, 46. With such 
an accretion of shipping hanging over the market and available for sale on easy terms, 
it is not surprising that new construction was not widely undertaken until after the passage 
of the Merchant Marine act of 1928. 
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ty and failing to repay in some instances principal and interest on government 
Bive to loans, (b) by failing to construct sufficient new ships, and (c) by failing to 
ige."""8 conserve their assets and make the best use of the funds available; (4) an 
bsidies “adequate” American merchant marine is necessary for purposes of pro- 
ine for moting the American foreign trade and strengthening the national de- 
€vious fense; and (5) such an “adequate” merchant marine can be established only 
it was with the aid of government subsidies, but it should be, if possible, privately 
Jnited owned and operated. 

red of II. Provisions of the Merchant Marine Act of 1936 

ourt 
orld ¥ By the terms of the Act of 1936 an adequate merchant marine is held 
| —_ to be “necessary for the national defense and development of [the] foreign 
a and domestic commerce of the United States,” thus re-affirming the policy 
site set forth in the Shipping acts of 1920 and 1928. The law declares that an 
lai adequate merchant marine should be one sufficient to carry all the domestic 
a 5 water-borne commerce and a substantial portion of the water-borne exports 

and imports of the United States.° Shipping service is to be provided on 

1 all routes deemed to be “‘essential for maintaining the flow of such... 
commerce at all times.” 
lanes With respect to the national defense, the merchant marine is to be 
tie “capable of serving as a naval and military auxiliary in time of war or na- 
ea tional emergency.”’ Next, Congress declared in favor of the private owner- 
oe ') ship and operation of the merchant marine by citizens of the United States 
1) b i and under the American flag, if “practicable.” If not practicable, provision 

y ) is made for the construction of ships and their operation by the government 
ne 1g. |) 08 its own account or by charter arrangement. Finally, the ships are to be 

built in the United States, to be the “‘best-equipped, safest, and most suitable 
which | types” and to be “manned with a trained and efficient citizen personnel.” 
sake In order to administer the provisions of the Act, a new body is estab- 
des lished—the United States Maritime Commission. It is to be composed of 
er cent | five persons, appointed by the President by and with the advice and consent 
PP y OF ho 
pwr of the Senate, to serve for terms of six years.** Each Commissioner is to 
| trade “It was suggested in some quarters that Congress ought to declare in favor of a 
of the y merchant marine capable of carrying a major portion of the nation’s water-borne foreign 
mctant commerce. See “Report of the Interdepartmental Committee on Shipping Policy,” H.R. Doc. 
2 was No. 118, 74th Cong., Ist sess., 1935, p. 21; statement of Col. J. Monroe Johnson, Assistant 
isition Secretary of Commerce, before the Senate Committee on Commerce, “Merchant Marine Act 
ces | of 1936,” Hearings on S. 3500, S. 4110 and S. 4111, 74th Cong., 2nd sess., March 9, 1936, 
“4 the p. 12; and the so-called Copeland bill, S. 3500, introduced in the Senate on January 6, 
e, the 1936. The words major and at least one-half were replaced by substantial in the final draft 
which of the Act at the insistence of the Department of State. See the testimony of Hon. Karl A. 
ovem- Crowley, Solicitor, Post Office Department, before the Senate Committee on Commerce, 
1 such fy Hearings on S. 3500, S. 4110 and S. 4111, 74th Cong., 2nd sess., March 9, 1936, p. 39. 
ems, " The President did not make any appointments until October, when three naval officers 
assage = | were named, presumably to meet the issues raised by the threatened maritime labor strike 


along the Pacific Coast. 
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receive a salary of $12,000 per year; no person is to be eligible for appoint- 
ment who had a financial interest in or had been employed by “‘any business 
associated with ships or shipping’ within three years of his appointment. 
The Commission is charged with the following important duties: (1) to 
receive by transfer from the Department of Commerce all money, notes, 
bonds, mortgages, securities, lands, vessels, docks, wharves, piers and 
property of all kinds owned by the United States and in the possession of 
the Department of Commerce;'* (2) to exercise all functions, powers and 
duties granted the former United States Shipping Board by legislation since 
1916;** (3) to take over all money in the construction loan fund created by 
the Merchant Marine act of 1920; (4) to make a survey of the United 
States merchant marine and with the facts in hand to “adopt a long-range 
program for replacements and additions”’ in order to achieve the objectives 
set forth in the declaration of policy; (5) to investigate and keep records of 
(a) the essential services, routes and lines from American ports to foreign 
markets, (b) the type, size, speed and other features of vessels required 
on these routes, (c) the relative costs of constructing and operating similar 
ships in the United States and in foreign countries, (d) the government 
aid and subsidies granted the merchant marine of foreign countries, (e) 
the location and efficiency of American shipyards, (f) the needs in time 
of an economic emergency of farmers and producers of cotton, cement, 
lumber and coal for aid in reaching foreign markets, and (g) the latest 
designs and methods applicable to the construction of ships and equip- 
ment; (6) to investigate all discriminatory practices whereby United States 
exporters might pay a higher rate to foreign ports than foreign exporters 
were paying on shipments to the United States on similar cargo accepted 
by common carriers, and to recommend remedial measures to Congress; (7) 
to report to Congress on the scrapping of old or obsolete merchant ships 
owned by the United States or by private interests; and (8) in general, to 
make recommendations to Congress for such legislation as the Commission 
thinks necessary to realize the purposes and policies of the Act. 

As has already been noted, most of those who favored the cancellation 
of the ocean mail contracts as a means of subsidizing the merchant marine, 
preferred a more direct and honest method of granting government aid to 
shipping. The President stated in principle that subsidies should be based 
upon differences between American and foreign shipping costs. The amount 
of the subsidy in any given case was to depend upon the difference in ship- 
building costs, the difference in operating costs and any subsidies granted 
by foreign governments in favor of their flag ships. Congress incorporated 
each of these suggestions in the Act. 


* The Department of Commerce obtained possession of these properties when the 
powers and functions of the former United States Shipping Board were transferred to the 
Department by the President's executive order of June 10, 1933. 

” The important statutes were the Shipping act, 1916, the Merchant Marine act, 1920, 


the Merchant Marine act, 1928, and the Intercoastal Shipping act, 1933. 
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The Act provides that any citizen may apply to the Commission for a 
construction-differential subsidy on any route or line determined to be 
essential,?° and if the Secretary of the Navy and the Commission accept the 
plans filed with the application, the Commission shall advertise for bids 
for the construction of the ship. If the lowest bid proves to be acceptable, 
the Commission is authorized to make a contract with the shipyard for the 
payinent of the cost of the vessel.’ At the same time the Commission is to 
enter into a separate contract with the applicant for the purchase of the ship 
at a price corresponding to the estimated cost of building the ship in a 
principal foreign shipbuilding center used by the applicant's competitors. 
The amount of the reduction in price between the contract cost in the 
American shipyard and the estimated cost abroad is called the construction- 
differential subsidy. If the Navy Department requires certain features in the 
ship for defense purposes, the necessary costs are to be paid by the Com- 
mission in addition to the subsidy. 

Although the construction-differential subsidy may not ordinarily exceed 
331; per cent of the cost of the ship in the United States, it may be as 
much as 50 per cent of such cost whenever the Commission possesses con- 
clusive evidence that the actual differential exceeds 331/3 per cent. The 
applicant is required to make a cash down payment of 25 per cent of the 
cost incurred by the Commission and to pay off the balance in twenty years 
in not to exceed twenty equal amounts. When the new ship is to replace 
an obsolete or inadequate vessel, the Commission may purchase the displaced 
ship at a price not to exceed its cost to the owner plus improvements and 
less depreciation and obsolescence. This value may be allowed as a part of 
the cash-down payment of the applicant. The Commission may scrap these 
obsolete ships or sell them to citizens or aliens provided they are not 
operated for ten years in the foreign commerce of the United States in 
competition with American flag ships. The rate of interest is fixed at 31/, 
per cent on unpaid installments.** 

In order to assure protection to the government in the building of the 
ships, the Commission is authorized to have them constructed in the navy 
yatds of the United States if no bids are received or if the bids of private 
yatds appear to be collusive or unreasonable. In such cases the ships may 
be sold to the applicant upon the same terms as described above.** 


“To be essential, a route, line, or service must require a new ship of modern design 
capable of meeting foreign flag competition and promoting the foreign commerce of the 
United States. 

_ “If the applicant is a West Coast operator and plans to use his vessels in the Pacific 
Coast service, the Commission is authorized to let contracts with Pacific Coast yards when 
their bids do not exceed those of other yards by more than 6 per cent. 

_ “Similar provisions were incorporated into the Act with respect to the reconditioning 
ot vessels to be used in foreign commerce over essential routes. 

The Act provides also that the applicant may himself finance the construction of a 
Pe ge American yard and receive the subsidy, provided the Commission approves the 
Plans, Di S, Ctc. 
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At the time of delivery of the ship to the operator, he must agree to 
operate under United States documentation for twenty years or until all 
principal and interest due the government are paid, whichever period is 
the longer. He must also execute a first preferred mortgage in favor of the 
government. 

The shipbuilder, on his part, must report to the Commission the total 
cost of the project, his net profits, his overhead expenses allocated to the 
project, the per cent of his net profits to the contract price and any other 
information required by the Commission.** He must agree to the recapture 
by the government of all profits in excess of 10 per cent of the construction 
contract price. The net losses in any given year may, when incurred, be 
allowed as a credit in determining the amount of excess profits, if any, 
subject to recapture in the next tax year. 

In accordance with the specific proposal of the President, the Act 
authorizes the Commission to grant operating-differential subsidies to oper- 
ators on the so-called essential routes when such subsidies are necessary to 
meet the competition of foreign flag ships. In drawing up a contract with 
the operators, the period must not exceed twenty years and the ships must 
have been built in the United States or documented there not later than 
February 1, 1928. The subsidy may not be larger than the added cost of 
insurance, maintenance, repairs, wages, subsistence, etc., incurred in the 
operation of American flag ships as compared with the estimated cost of 
operating such ships under foreign registry. 

A number of important conditions are attached to the operating-differen- 
tial subsidies. First, no government aid may be given any ship more than 
twenty years old. Second, no subsidy may be paid on coastwise or inter- 
coastal services. Third, the subsidy must be reduced when a ship is laid up. 
Fourth, profits paid to persons or stockholders shall not exceed 10 per cent 
per year on the owner's investment. Fifth, in order to promote the prompt 
payment of obligations to the government and to insure the replacement of 
vessels from time to time, the contractors are required to set up out of 
revenues a ‘‘capital reserve fund’’ which shall include annual depreciation 
charges, proceeds of insurance indemnities received on.account of the loss 
of a vessel, and any per cent of net profits determined as necessary by the 
Commission for the replacement of a ship if cumulated net profits exceed 
10 per cent per year. The operators are permitted to use this fund only to 
meet principal payments on notes secured by ship mortgages and the te- 
placement or new construction of ships. Sixth, the contractors are also 
required to establish a ‘‘special reserve fund” after meeting payments to the 
“capital reserve fund’’ if their net profits still exceed 10 per cent per year. 


* The method of computing the net profit is left to the discretion of the Commission, 
but no salary of more than $25,000 may be allowed as a cost. The Commission is also 
required to examine all construction costs and overhead expenses to determine whether they 
are fair and reasonable and not in excess of current market prices for goods and services 


purchased or charged. 
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wes The contractors may appropriate these funds for reimbursement for losses 
i all in operation, or meeting obligations to the government, or (under certain 
od is restrictions) for the payment of extra dividends to the stockholders, the 
of the increasing of the contractor’s general funds or the granting of a bonus to 
officers and employees of the concern. 
Real Furthermore, the operator cannot sell or otherwise dispose of his contract 
0 the without the written approval of the Commission. All vessels upon which 
other operating-differential subsidies are paid must be constructed of steel or 
P ture other metal—no wooden ships this time—and must be powered by steam 
ree or motor—no sailing ships. It goes without saying that the ships must be 
% be operated under United States documentation during the life of the subsidy. 
a One of the most important provisions in the Act is also one of the shortest. 
le For both reasons, it is quoted here in full (Sec. 604): 
Oper- If in the case of any particular foreign-trade route the Commission finds the 
ary to subsidy provided for in this P ang of this title [operating-differential subsidy] in 
- with any respect inadequate to offset the effect of governmental aid paid to foreign 
must competitors, it may grant such additional subsidy as it determines to be necessary 
ie for that purpose: Provided, That no such additional subsidy shall be granted, and 
no part thereof paid, except upon an affirmative vote of all members of the 
ost of Commission. 
n the 
ost of This provision seems to be sufficiently sweeping in scope to keep the Ameri- 
can merchant marine operating on the seas regardless of the relative 
feren- cfhiciency of operation of any competing foreign service, provided it can 
> than be shown that the foreign line receives government aid. The sky is the 
inter- F) limit; only if the members of the Commission exercise wise discretion can 
id up. an orgy of world-wide over-expansion of shipping services be avoided. The 
r cent j repercussions of such a policy, unless it is very carefully administered, are 
rompt - likely to be noted to the disadvantage of the United States in its economic 
ent of relations with the great maritime nations of the world. 
ut of | The controversy over the ocean mail contracts was discussed in the first 
iation | section of this paper. Congress finally decided to cancel them, effective 
€ loss “June 30, 1937. In order to protect their interests, the mail contractors are 
ny the | permitted to file their claims with the Commission or apply for new con- 
xceed ) tracts under the Act of 1936. If possible, the differences in point of view 
nly to | between the contractors and the Commission are to be settled by the Com- 
he al mission. If dissatisfied with the terms of the settlement, however, the con- 
> also 


tractor may file a claim in the United States Court of Claims until January 
tothe | |, 1938. The Attorney General of the United States likewise is empowered 
year. | @ to carry an appeal to the Court of Claims, if he is dissatisfied with the 
rission, Commission’s decision. 

2 > For the future, all powers and duties of the Postmaster General over 
ervices ocean mail contracts are transferred to the Commission. The Commission 


is charged with giving preference to American flag ships in the carriage 
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of the mails, even though the ships of other nations may be legally eligible 
to carry United States mail 

The Commission is “authorized and directed” to study the employment 
and working conditions and the wages of the American seamen, and after 
hearings, to incorporate into all contracts involving subsidies, minimum 
manning scales, minimum wages scales and reasonable working conditions 
for all officers and crews. The Act repeats the requirement of earlier statutes 
that all licensed officers of American flag ships (cargo or passenger) shall 
be citizens of the United States. On subsidized cargo vessels, all the crew 
must be citizens on the departure of the ship from the United States. The 
restrictions are not so stringent on subsidized passenger ships, the proportion 
of citizens to total crew being set at 80 per cent for the first year and rising 
in the third year to 90 per cent as a maximum. These requirements con- 
cerning the crew are much stiffer than those prevailing prior to the passage 
of the Act. 

One of the chief points at issue in the debates over the provisions of the 
Act was the proper place for government ownership and operation of the 
merchant marine. The more conservative groups were not keen to permit 
the government any rights or privileges along such lines. But the more 
liberal members of Congress insisted that if the program to succeed must 
have government financial assistance, the government should be empowered 
to build and operate the ships if it so desired. Their views prevailed. So 
the Act contains the provision that whenever the Commission shall find, 
subject to the President’s approval, that the policy and objectives of the law 
are not being realized under private ownership and operation, the Com- 
mission may proceed directly to complete its long-range program of ship- 
building. It may have the necessary ships constructed, on its own account, 
in private yards or in the navy yards. The Commission may also have its 
old ships reconditioned or remodeled under the same rules applying to 
new ships. 

The Commission, though authorized to operate its ships temporarily, 1s 


required to charter or sell them ‘“‘as soon as practicable.”” The government 
ships must be operated on essential routes not satisfactorily served by private 
American interests. If the government ships should be let out for private 
operation, they must go on bare boat charter to citizens and only after 


competitive bidding. It is important to note, however, that the Commission 
can reject all bids and operate the ships itself until it is prepared to re-offer 
the line for charter. Thus there can be no doubt that Congress plainly in- 
tended to “‘authorize and direct’’ the Commission, under certain conditions 
and restrictions, to lease out its merchant ships or to operate them on its 
own account. The emphasis in most parts of the Act ts upon private owner- 
ship and operation with government aid; but the way is opened for govern- 
ment ownership and operation and even government building in the navy 


yards. 
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III. Some Issues Raised by the New Legislation 


At the time this is written (March 1, 1937), it is too early to state with 
any assurance what the new legislation will mean to American shipping 
and international economic policies and conditions. The President has not 
appointed the five permanent members of the Commission. Whatever the 
new Commission may do eventually, it seems clear that it will have to face 
and solve some persistently difficult issues. 

If the larger implications of the new Act are ignored for the moment, 
the Commission is certain to encounter obstacles in the matter of de- 
termining shipbuilding and ship operating costs abroad. It seems unlikely 
that foreign governments and shipping concerns will readily make available 
to the Commission sufficient data on costs, particularly shipbuilding costs, 
to permit of an accurate estimate. Should such government and private ret- 
icence not be encountered, the construction costs would nevertheless have 
to be largely a matter of guesswork. Shipbuilding interests have repeatedly 
emphasized the difficulties involved in estimating the costs of successive 
vessels built in the same yard. Furthermore, the Commission will face the 
question in some instances of choosing among several builders in the same 
foreign country. Again, it is to be observed that even though the Com- 
mission may be able to determine accurately foreign shipbuilding and 
operating costs, it will have to secure foreign subsidy data in order to ad- 
minister the provisions of Sec. 604.%* Some of the foreign subsidies are 
concealed in one form or another; the Commission is likely to experience 
considerable difficulty in arriving at conclusive estimates of these hidden 
grants. 

Another immediate and pressing problem to come within the Commis- 
sion’s purview will be idle shipping, both at home and abroad. Every 
maritime nation has reported a substantial volume of idle tonnage during 
the depression years. Notwithstanding that conditions have improved in 
this regard since a low was reached in 1932, some 4,224,000 gross tons 
were idle on January 1, 1936, of which 2,180,000 gross tons or 51.6 per 
cent were registered in the United States.** Although much of the idle 

American tonnage was largely obsolete and owned by the government, 
nevertheless 913,000 tons were in private hands. This privately operated 
idle tonnage exceeded materially the 698,000 tons in Great Britain and 
Ireland, which were second to the United States in the volume of idle 
shipping at that time. 

The difficulties encountered by the merchant marine of the United States 
do not stem alone, however, from the world-wide economic collapse or 
from its inferior speed, age, or equipment. The roots of the trouble reach 
back many years prior to 1929—to the emergency building in this and 

* Cf. supra. 


= World Economic Review, 1935, 1936, p. 81. U. S. Department of Commerce, Bureau 
of Foreign and Domestic Commerce. 
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other nations during the World War, aided powerfully by the rampant 
economic nationalism of the post-war period. Cargo space has been in excess 
of world-trade requirements during the past sixteen years. 

No one nation is responsible for this unhappy situation. National aspira- 
tions of a military and naval, as well as of a commercial, nature continue 
to exert a powerful influence over merchant-marine development in all 
parts of the world. But shipowners and operators, unaided by their 
respective governments, have not been able, apparently, to withstand the 
pressure of the excessive and ruinous competition engendered, on the one 
hand, by overbuilding and, on the other hand, by the many trade restrictions 
designed to curtail the volume of international trade. The effort on the part 
of almost every important maritime nation to expand or maintain its 
merchant fleet regardless of its position in international trade and finance 
or the effect upon its balance of payments seems illogical and certain to lead 
to further world economic chaos. Few countries are content with a program 
of “modernization” or ‘improvement’ without expansion. Many nations 
seem to want to increase their tonnage not only absolutely but also relatively 
to the total owned elsewhere in the world. It follows logically that advocates 
of an expanding merchant marine favor the carriage of an increasing 
percentage of the foreign trade of whatever nation they represent in their 
respective flag ships. 

The spirit of the times is well illustrated by a remark made by Colonel 
J. Monroe Johnson before the Senate Commerce Committee in response 
to a question by Senator Guffey concerning what he would consider a sub- 
stantial portion of the foreign commerce of the United States to be trans- 
ported in American bottoms. Colonel Johnson replied, “I would make it 
75 per cent.’’*? Even if such an overstatement may be received with pleasure 
in some quarters, it is not calculated to reassure thoughtful persons who 
realize that the United States neither can accomplish nor should attempt 
to accomplish the construction of a merchant fleet of that size. To do so 
would endanger other economic and political interests of vastly greater 
moment. 

Another aspect of this business of promoting shipping is the apparent 
lack on the part of responsible government officials in the United States 
of any definite conclusions concerning the kinds and tonnage of ships 
needed, the approximate cost of such ships, or the length of time necessary 
for their construction.** So far as can be publicly ascertained, no plans had 
been drawn at the time of the hearings before the Senate Commerce Com- 
mittee for the purpose of assuring the construction and operation of an 
“adequate’’ merchant marine. There is manifestly some warrant for ex- 

*™ “Merchant Marine act, 1936,” Hearings before the Committee on Commerce, United 


States Senate, on S. 3500, S. 4110 and S, 4111, 74th Cong., 2nd sess., March 9, 1936, p. 12. 
* Ibid., p. 12. 
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pressing concern over the possible adverse effects of placing in the hands 
of the members-to-be of the Commission the power to build or recondition 
several hundred ships at the cost of perhaps several hundred million dollars 
to the government. This fear may be felt quite apart from the possible 
dangers to our larger economic interests, particularly when it is remembered 
that vast powers to meet subsidy with subsidy are placed in the hands of 
the Commission. 

If the Commission embarks upon a comprehensive program of new con- 
struction and expansion, or even of improvement without expansion, it 
must recognize the probability and practical certainty that foreign nations 
adversely affected will retaliate with the various economic and political 
expedients at their command. Almost all important maritime nations assist 
their shipping, either directly or indirectly. Great Britain has for years aided 
certain lines by means of a contract or packet system for the carriage of the 
mail.2® More recently about £2,000,000 have been appropriated as an 
operating subsidy to tramp shipping; and loans up to £10,000,000 have 
been authorized for a scrap-and-build program.*° Among other features 
the British system requires the scrapping of two gross tons of obsolete 
shipping for each gross ton built. Japan also adopted, in 1935, a scrap-and- 
build program which calls for the demolition of 50,000 gross tons and the 
building of 50,000 gross tons.*! Some 1,500,000 yen were appropriated for 
this purpose.*? The Japanese government also grants various other direct 
and indirect shipping aids.** The governments of France,** Germany** and 
Italy*® have regularly accorded financial assistance to their respective flag 
ships. These maritime nations, and others as well, are not likely to relax 
their efforts to promote their own interests in the face of threatened Amer- 
ican improvement and expansion. 

Then, too, what is to be the effect upon the program of reciprocal trade 
agreements so warmly espoused by the Administration?*’ By this program, 
its sponsors hope to remove or at least to mitigate the force of such trade 
restrictions as tariffs, quotas, and exchange requirements. Economic inter- 
nationalism is to replace the economic nationalism of recent years. The 
United States expresses a willingness to buy more in order to sell more, and 


* Merchant Marine Policy and Shipping and Shipbuilding Subsidies, Sen. Doc. No. 60, 
74th Cong., 1st sess., 1935, pp. 18-19. 

* Ibid., pp. 23-27. See also British Shipping (Assistance) act, 1935, 25 Geo. V, ch. 7. 

* Merchant Marine Policy and Shipping and Shipbuilding Subsidies, sup. cit., p. 53. 

® [bid., p. 53. The rate was fixed at 30 yen per gross ton for each ton built, including 4 
yen per gross ton as a special subsidy to cover the construction requirements of the imperial 
navy. 

* Ibid., pp. 47-59. * Ibid., pp. 1-9. 

* Ibid., pp. 10-17. * Ibid., pp. 29-46. 

"See American Foreign Trade Policies, an address by the Hon. Cordell Hull, Secretary 
of State, before the United States Chamber of Commerce, Washington, April 30, 1936, The 
Department of State, Commercial Policy Series No. 24, 1936. 
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agreements to this effect have already been concluded with more than a 
dozen countries, including Canada, France, Belgium, the Netherlands and 
Cuba. Such a trade policy is likely to be nullified to a degree, depending 
upon the wisdom with which the new shipping subsidy policies are devised 
and carried out. 

Some of the proponents of the Act of 1936 have stressed the need of an 
improved and expanded merchant marine in order to promote the interests 
of the exporters of the United States, arguing that the exporter no less than 
the manufacturer or the merchant finds it advantageous to perform a 
delivery service for his customers. However, this “delivery wagon” theory 
is not very workable when a country has (as the United States has) a “‘favor- 
able’’ balance of trade with each of its maritime rivals.** This is even truer 
in the face of the world creditor position of the United States. The buyer, 
not the seller, has the upper hand in the matter of delivery of goods. Since, 
to repeat, the United States is a larger seller than a buyer of goods in most 
of the markets of the world, it would seem to be the part of economic states- 
manship for this country to put even more stress than is being put upon the 
importation of foreign shipping service as a means of balancing its inter- 
national payments. If all nations should demand to have their goods trans- 
ported in their own vessels, most ships would put out from the home country 
in ballast. Flag ships would be loaded with cargo only on the return trips. 
Yet such would be the state of trade and shipping between the maritime 
nations if the more extreme protagonists had their way. 

For the time being the observer must reserve judgment. After the regu- 
lar members of the Commission are appointed and the plans are drawn 
up and put into effect, it will be possible to determine whether the shipping 
policy has been integrated logically into the Administration’s international 
economic program, or whether the Commission has chosen to ignore largely 
all considerations other than those directly identified with shipping and 
shipbuilding, or with the national defense. 

RALPH L. DEWEY 

University of Michig 
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* Included in this group are the United Kingdom, Japan, France, Germany, Italy, The 
Netherlands and Belgium. The Balance of International Payments of the United States in 
1935 (prepared under the direction of Dr. Amos E. Taylor), Trade Information Bulletin 
No. 833, 1936, pp. 9-13, U. S. Department of Commerce, Bureau of Foreign and Domestic 
Commerce. 
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MERIT RATING IN STATE UNEMPLOYMENT 
COMPENSATION LAWS 


Most of the new state unemployment insurance acts establish pooled funds with merit 
rating. Under these acts employers will contribute at rates which differ according to their 
employment experience. Merit rating is thus a compromise which attempts to combine the 
stabilization incentive of the employer-reserve plan with the protective strength of the general 
pool. Merit ratings in practice, however, will be based on hazard rather than merit. They can 
contribute little to the prevention of the major forms of unemployment. They may seriously 
impair the adequacy of benefit funds. The objectives of prevention and protection in unem- 
ployment insurance are necessarily inconsistent. If it is the purpose of unemployment insur- 
ance to induce stabilization, rates should be adjusted according to principles radically differ- 
ent from those provided in existing statutes. If the purpose is to provide security against the 
loss of income during unemployment, the laws should require the maintenance of an 
adequate, uniform rate of contributions. 

On January 1, 1935, Wisconsin had the only state unemployment com- 
pensation act in the United States. On January 1, 1937, thirty-five states and 
the District of Columbia had unemployment compensation laws on their 
statute books. Only three important industrial states—Delaware, Illinois, 
Missouri—and ten agricultural states—Arkansas, Florida, Georgia, Kansas, 
Montana, Nebraska, Nevada, North Dakota, Washington, Wyoming— 
lacked such legislation. 

The explanation for this rapid spread of unemployment insurance is to be 
found, of course, in Title IX of the Federal Social Security act of 1935 which 
imposes a federal tax on employers’ payrolls and provides for the remission 
of nine-tenths of this tax in those states which enact unemployment com- 
pensation laws. This device has added a uniform increment to the costs of 
employers in all states and has thus removed a major obstacle to compensa- 
tion legislation. It is no longer possible for the employers of any state to 
argue that the cost of unemployment insurance will handicap them in com- 
peting with employers in other states. On the contrary, the enactment of an 
insurance law will merely render available for local unemployment benefits, 
funds which would otherwise have augmented the general revenues of the 
federal government. It need not cost local employers an extra penny. The 
Social Security act has thus provided a powerful inducement to unemploy- 
ment insurance legislation. If the courts uphold the tax offset device, this 
inducement will remain. If they reject it, its purpose will be accomplished 
by other means. Unemployment insurance is here to stay. 

For many years the proponents of unemployment insurance in the United 
States have been split into two camps. The Wisconsin group has urged the 
employer-reserve plan which has been written into the law of that state. 
Other advocates of compensation legislation, almost without exception, have 
favored the pooled fund. 

Under the employer-reserve plan the tax payments of each employer are 
kept in a separate fund. If there is little unemployment among his workers, 
his payments will gradually be reduced. If he has no unemployment, his con- 
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tributions will cease. His accumulated reserve fund will remain for the Pro- 
tection of his own workers. If, on the contrary, an employer lays off large 
numbers of men, his fund will be exhausted and his tax rate may be in- 
creased until it reaches the maximum figure provided by law. Thereafter his 
reserve fund may be too small to pay the benefits due his workers. If this 
happens they will receive no payments, even though the state is holding large 
idle reserves in the names of other employers and excusing them from fur- 
ther contributions. 

The employer-reserve plan thus deliberately sacrifices the protection 
which insurance is designed to give. It has been defended less as a means of 
indemnifying the unemployed than as a device which will reduce the volume 
of unemployment. Its proponents argue that the penalty of higher tax rates 
and the reward of lower tax rates will induce employers to stabilize their 
operations and will thus prevent unemployment. Its critics reply that the 
major causes of unemployment are beyond the control of the individual em- 
ployer, that changing payroll tax rates can scarcely control consumer de- 
mand, put a stop to invention, or abolish the business cycle, that the hope 
which would sacrifice protection to prevention is vain. 

The pooled-fund plan, on the other hand, requires all employers to con- 
tribute to a common pool. A worker who is laid off will receive benefits from 
this pool without regard to the identity of his employer. Thus the unem- 
ployed are given the greatest possible protection. Advocates of separate em- 
ployer reserves, however, have objected that a simple pooling of contribu- 
tions collected from employers at a uniform rate can afford no inducement to 
stabilization. The pooled fund, they assert, achieves protection only by sacri- 
ficing the prospect of prevention. 

The champions of the pooled fund have met this criticism by the intro- 
duction of another plan which goes by the name of merit rating. Under this 
plan employers contribute to a common pool but their rates of contribution 
differ according to their employment records. Employers who lay off few 
men will enjoy declining tax rates. Employers with heavy unemployment 
may be required to contribute at increasing rates. In this way it is hoped that 
the stabilization stimulus of the employer-reserve plan can be combined with 
the protective strength of the pooled fund. Merit rating has thus emerged as 
a compromise which supposedly embodies the best features of both plans, 
suffers the disadvantages of neither. 

The Social Security act was so framed as to permit a state to adopt any one 
of these three plans—the employer reserve, the straight pool, or the pooled 
fund with merit rating. Sections 909 and 910 of the Act provide for meth- 
ods of computing the tax offset which enable employers to contribute to 
separate reserve accounts or to pooled funds at varying payroll tax rates. 
Under these sections the employer must pay to the federal government its 
tenth of the full federal payroll tax but may contribute to state unemploy- 
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ment funds at rates which fall below the other nine-tenths of the federal tax. 
Each state is thus left free to choose the type of compensation law which it 
refers. 

The choice has now been made. Wisconsin’s alone among the thirty-six 
laws enacted before January, 1937, places exclusive reliance upon employer 
reserves. Vermont permits employers to elect between separate reserves and 
participation in a general pool. The laws of Indiana and Kentucky provide 
that five-sixths of all contributions shall be paid into separate employer- 
reserve funds, one-sixth into a pooled fund from which benefits will be paid 
when an employer's reserve is exhausted. The other thirty-two acts require 
complete pooling. The apparent triumph of the principle of protection over 
that of prevention, however, must be attributed largely to merit rating. Nine 
states have set up pooled funds without merit rating. But only three of 
these—Maryland, Pennsylvania, South Dakota—fail to mention the sub- 
ject. The other six—Maine, Mississippi, New York, North Carolina, Rhode 
island, Virginia—have provided for a study of merit rating and a later 
report on its desirability. Twenty-six jurisdictions—Alabama, Arizona, Cali- 
fornia, Colorado, Connecticut, District of Columbia, Idaho, Indiana, Iowa, 
Kentucky, Louisiana, Massachusetts, Michigan, Minnesota, New Hamp- 
shire, New Jersey, New Mexico, Ohio, Oklahoma, Oregon, South Carolina, 
Tennessee, Texas, Utah, Vermont, West Virginia—have written merit rat- 
ing provisions into their laws. The phrase thus appears in thirty-two acts, 
and will appear again in the enactments of many of the thirteen remaining 
states during 1937. Accordingly, it demands further analysis. 

Title IX of the Social Security act requires two years for the accumulation 
of funds before compensation can be paid, three years of compensation ex- 
perience before rates can be reduced. The actual adjustment of payroll tax 
rates under existing merit-rating statutes will not occur, therefore, before 
1941 or 1942. Thereafter compensation authorities will determine the tax 
rates which are to be imposed upon employers either on the basis of prin- 
ciples developed administratively or in accordance with a statutory formula. 
Under five of the laws—Alabama, District of Columbia, Massachusetts, Ore- 
gon, Vermont—rate fixing will be discretionary. Under the other twenty- 
one—Arizona, California, Colorado, Connecticut, Idaho, Indiana, Iowa, 
Kentucky, Louisiana, Michigan, Minnesota, New Hampshire, New Jersey, 
New Mexico, Ohio, Oklahoma, South Carolina, Tennessee, Texas, Utah, 
West Virginia—it will be automatic. Administrative merit rating requires 
the compensation commission to keep a separate account for each employer, 
to classify employers on the basis of relative unemployment risks as re- 
vealed by benefit payments attributable to them in the past, and to fix a 
premium rate adequate to cover each class of risk. Under automatic merit 
rating, on the other hand, the principle of classification and the rates ap- 
plicable within each class are prescribed by law. Such a statute will require 
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a maximum rate if the benefits charged against an employer's account in 
the past exceed the contributions which he had made to the pool; it will if 


permit successive reductions in rates only if his contributions to the pool I 
exceed the benefits charged against him by certain percentages of his f 
payroll. d 
If rate increases, in practice, balance rate reductions, the adequacy of the € 
unemployment pool will not be impaired. But if rate reductions exceed ¢ 
rate increases, the fund may decline until it no longer suffices to pay the : 
benefits which are due. This is the danger of merit rating. An attempt has 
been made to include provisions in the compensation laws which will pro- \ 
tect the funds against such impairment. Thirteen of the twenty-six merit- 
rating statutes contain protective clauses. Three—Alabama, District of , 


Columbia, Oregon—require compensation authorities to set up a fate | 
schedule providing for employers as a whole an average rate which covers 
a certain minimum. Ten others—Arizona, Colorado, Iowa, Louisiana, Min- 
nesota, New Jersey, New Mexico, Oklahoma, South Carolina, West Vir- 
ginia—make automatic rate reductions contingent upon the size of the total 
assets of the pool. The other thirteen laws—California, Connecticut, 
Indiana, Idaho, Kentucky, Massachusetts, Michigan, New Hampshire, 
Ohio, Tennessee, Texas, Utah, Vermont—however, are without any such 
safeguards. In five states—Connecticut, Indiana, Idaho, Kentucky, Utah— 
employers’ contributions may be cut to zero. In six—California, Connecti- 
cut, Idaho, Minnesota, New Hampshire, Vermont—trates may be reduced 
but they cannot be increased. Here the threat to the adequacy of the 
unemployment fund is apparent. Where merit rating is discretionary, the 
compensation commission will be under strong employer pressure to reduce 
rates, and will encounter stiff opposition if it attempts to increase them. ff 
Where it is automatic, the commission will be urged to adopt definitions 
and issue interpretations which will bring powerful employers within the 
lower rate classifications permitted by statute. It has even been the experi- 
ence of industrial accident carriers that it is easier to reduce rates than it 
is to increase them, that rate differentiation imperils the fund from which 
benefits must be paid. 

Automatic merit rating may operate in another way to impair unem- ) 
ployment reserves during hard times. As men are laid off and wages are 
cut, payrolls will decline. The reserve credited to an employer may thus 
increase in relation to his payroll. His improved reserve ratio will then 
entitle him to a reduction in rate at the very time when the insurance 
system stands most in need of funds. Most of the merit-rating statutes 
guard against this result by requiring that reserves be computed on the 
basis of average annual payrolls over a period of three to five years. In 
Indiana and Kentucky, however, the payroll of the last preceding year is — 
taken as the base for the computation. Here contributions may decline as FF 
the benefit burden grows 
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Precedent for the differentiation of employer contributions is to be found 
in the premiums charged by insurers under state workmen’s compensation 
laws. Here two rating devices obtain. Under the first, called schedule 
rating, lower premiums are collected from employers who install safety 
devices in order to lessen the accident hazard. Under the second, called 
experience rating, lower rates are charged employers whose accident record 
over a recent period of years demonstrates a low risk. Either system provides 
a direct financial incentive to accident prevention. Advocates of merit rating 
argue that rate differentiation may be employed in the same way to prevent 
unemployment. 

The analogy, however, is less than perfect. The two hazards are dissimilar. 
Schedule rating requires the construction of physical safeguards which will 
clearly reduce the risk of industrial accident. Merit rating in unemployment 
insurance laws imposes no such specific requirement. The prospect of 
lower premiums under experience ratings also induces employers to adopt 
measures which may reasonably be expected to prevent accident. The 
promise of lower payroll tax rates cannot so certainly enable industry to 
prevent unemployment. Accident is localized at the work place. It is a 
hazard which the employer can control. Unemployment results from ex- 
ternal causes. In its major aspects, it is beyond his control. 

The experience ratings employed in accident insurance are based upon 

a great volume of statistical data covering the frequency and severity of 
accidents by industries, by establishments, and by occupations. Unemploy- 
ment insurance rates, under the existing laws, are to be computed on the 
basis of the slender evidence afforded by three coming years. If an estab- 
lishment has succeeded in maintaining a good safety record for more than 
a decade it is reasonable to suppose that it will continue to do so. But the 
fact that it has given steady employment for three years, or for more than 
three years, affords no assurance that it will be able to do so in the future. 
If the first three years of unemployment compensation experience are pros- 
perous years, benefit payments will be few, reserves will accumulate, em- 
ployers will be rewarded with lower rates. But rate reduction will not 
prevent the subsequent depression; and we shall enter that depression with 
our unemployment benefit reserves seriously impaired. 

Those who defend merit rating emphasize the possibility of reducing 
seasonal fluctuations in employment. Unquestionably much has been ac- 
complished and much may still be accomplished in this field. It may be 
questioned, however, whether the possible reductions in tax rates will 
generally suffice to render regular operation more profitable than irregu- 
larity. Before the other major causes of unemployment the employer is 
powerless. He cannot compel fickle consumers to continue to use his 
product. He cannot forbid competitors, domestic and foreign, to invade his 
market. He cannot prohibit technological innovation. He cannot exorcise 
the trade cycle. Each of these developments throws men out of work. Each 
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creates the need for insurance benefits. But if unemployment funds are tio 
impaired by rate reductions granted in the quest for seasonal stabilization, pl 
the promised benefits will not be forthcoming. It may well be doubted the 
whether the degree of regularization so obtained can outweigh the loss of cu 
protection which may result. If unemployment insurance is properly to be ch 
confined to the limited objective of reducing seasonality, employer reserves uf 
and merit rating are the methods by which its purpose is to be achieved. 
If it is the function of insurance, on the other hand, to afford a modicum ti 
of security against loss of income, it is unwise to hazard possible benefit W 
money on the chance of seasonal stabilization. “ 
The most probable result of merit rating in operation will be a rate struc- P 
ture which will impose low rates on all employers who participate in the ¢ 
production of goods for a relatively stable market, high rates on all employ- i 
ers who take part in the production of goods for a market subject to severe t 
fluctuations. The rates paid by the producers of necessary consumers’ goods 
and services will be cut. The rates paid by the producers of durable goods, 


capital goods, and luxury goods will be maintained or increased. The reward | 
of rate reduction will go to employers who have done nothing to earn it. 
The penalty of high rates will be imposed upon employers who are not so 
much inefficient as unlucky. Thus merit ratings will bear little or no relation 
to merit. Their determination will depend less upon good management than 
upon good fortune. 

The rating systems established by existing statutes afford a relatively 
weak inducement to regularization. Where demand is stable contributions 
will outstrip benefits, even if the policies of managements remain unaltered; 
and the process of reserve accumulation and consequent rate reduction will 
be practically automatic. Here the stabilization stimulus of merit rating can 
bear little fruit. If it is the purpose of the insurance system to provide the 
maximum possible incentive to regularization, a radically different sort of 
rate structure must be set up. Such a structure would not permit the simple 
differentiation of rates according to unemployment hazard. It would accept 
as normal the average annual rate of separations from employment in each 
industry over a period of ten or more years. It would impose the same tax 
on the high rate of unemployment normal in hazardous industries and on 
the low rate of unemployment normal to stable trades. It would increase 
taxes when unemployment rates exceeded their normal base, and reduce 
taxes when they fell below it. In this way it would penalize abnormal un- 
employment, reward employers who succeeded in bringing their unem- 
ployment rates below those which had been normal in their industries. 
It would take for granted the lower unemployment rates of stabler indus- 
tries, regardless of whether such rates were a consequence of steady demand 
or of managerial achievement in industrial stabilization. It would award 
lower rates only to employers who were able to make still further contribu- 
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tions to regularization in the future. If rate differentiation can reduce unem- 
ployment it would be more likely to do so under such a system than under 
the merit rating schemes which are now in vogue. Even here, however, rate 
cuts might follow less upon managerial achievement than upon fortuitous 
changes in demand. The adjustment of rates to merit in insurance against 
unemployment is well-nigh impossible. 

The merit-rating systems set up in twenty-six unemployment compensa- 
tion laws are misnamed. They provide for the establishment of rates which 
will be based not upon merit but upon hazard. The stabilization argument 
will not suffice, therefore, as a defense of rate reduction. Accordingly, the 
proponents of merit rating go on to argue for the adjustment of rates ac- 
cording to hazards. It is unjust, they assert, to require employers in a stable 
industry to contribute to the support of workers who have been laid off 
by establishments in an irregular industry. It is unfair, for instance, to 
compel utility corporations to pay taxes for the maintenance of unemployed 
coal miners and automobile mechanics. If the logic of this argument were 
to be accepted, it would lead to the employer reserve plan rather than to 
merit rating. But it cannot be accepted. It shifts the debate from the field 
of economic expediency to that of social ethics. And there is no ethical 
principle which forbids the able to assist the needy. If the unemployed are 
not supported by insurance benefits, they will be supported on relief; and 
the stable industries will be taxed to pay the cost. If we prefer insurance to 
relief, we must prefer insurance contributions to taxation for relief. 

The objectives of prevention and protection in unemployment insurance 
are unfortunately inconsistent. The employer reserve plan aims at preven- 
tion and sacrifices protection. The pooled fund aims at protection and 
sacrifices the prospect of prevention. The pooled fund with merit rating 
attempts to serve both purposes. But in so far as it achieves one it must 
sacrifice the other. Where merit rating is accompanied by safeguards which 
require the maintenance of a minimum average rate or protect the total 
assets of the pool, the employer who might attempt to earn a lower rate 
can never be certain that he will receive it. When such safeguards are 
lacking, as they are in thirteen states, rate reduction will check the flow of 

funds into the pool out of which benefits must be paid. The best guarantee 
of income during unemployment is the maintenance of an adequate, uni- 
form rate of contributions. 
CLAIR WILCOX 


Swarthmore College 


3 
| 
+ 


A BREAK IN KEYNES’S THEORY OF INTEREST 


In his recent book, The General Theory of Employment, Interest, and Money, John 
Maynard Keynes develops the idea that interest is not determined, as traditional theory 
assumes, by the will to save and the will to consume, but by the “liquidity preference” of 
the investor. At the same time evas s assumes that efficiency of capital declines with increase 
in the amount of capital. This assumption, justified in itself and an indispensable part of 
Keynes’s theory, has implications which are incompatible with the “‘liquidity-preference’ 
theory of interest; they require an explanation of interest as the equilibrating force between 
saving and consumption, and thus the acceptance of the “orthodox” theorem which Keynes 
meant to refute. 

One of the most striking features in the Keynes theory of interest, as 
developed in his recent book," is the proposition that the rate of interest is 
not rigidly determined. Keynes himself calls the rate ‘‘a highly conven- 
tional phenomenon’’ and goes so far as to hold that “any level of interest 
which is accepted with sufficient conviction as likely to be durable will be 
durable.”* Since the rate of interest is not kept at a definite level by objective 
circumstances, it may well be too high to permit an adequate amount of 
real investment; and a deficiency in investment will result in a deficiency in 
employment, unless the propensity to consume is of sufficient magnitude 
to create a superfluity of consumption which compensates the deficiency 
of investment. In Keynes’s opinion, under present conditions the likeli- 
hood is that interest will be too high and that this will result in creating 
permanent unemployment—that is, unemployment under equilibrium con- 
ditions. 

It can hardly be over-emphasized that Keynes means to do more than to 
present a new argument for the limited applicability of the equilibrium 
concept. There is certainly ample material in the book which could be used 
for an interpretation of typical phases of transition, supplementary to the 
theory of statics. But Keynes’s purpose, essentially, is not to emphasize 
the limitations of equilibrium theory, but to give it a new content. 

The indefiniteness of the rate of interest follows, within the frame- 
work of Keynes’s theory, from the character of the motives which he sees 
working on the supply side of the capital market. In his opinion, interest is 
not the payment for waiting but rather it is the price for not hoarding 
money. The dominant motive in the minds of the owners of funds is 
“liquidity preference.’ They will not make loans if interest is not sufficiently 
high to overcome liquidity preference. But liquidity preference is affected 
by many influences of a merely subjective nature, among others, by the 
prevailing ideas about the future development of the rate of interest. Thus, 
the rate of interest may be forced so high that borrowing of money becomes 
impossible except for the most profitable purposes. 

*The General Theory of Empl yment, Interest, and Money. For a survey of this see 
Charles O. Hardy's remarks in the , in erican Economic Review of September, 1936, pp. 490 


ef seq. 


* [bid., p. 203. 
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A Break in Keynes's Theory of Interest 


In contradistinction to the novelty of Keynes’s ideas about the supply 
side of the capital market, his ideas about the demand side do not differ 
widely from the traditional opinion. He sees the demand for loanable funds 
governed by the “schedule of the marginal efficiency of capital.” The mar- 
ginal efficiency of capital, according to his definition, is the figure which 
expresses the yield expected from the investment in production of an addi- 
tional money unit; it depends on the prices of the real assets and upon their 
productivity. Its meaning, therefore, is not fundamentally different from 
the sense in which other authors use similar terms. 

I submit that these two aspects of Keynes’s theory are incompatible. In 
retaining the usual conception of marginal utility of the capital unit as the 
factor determining capital demand, he had to make a basic assumption 
which cannot be correct if his interpretation of the phenomenon of interest 
is correct. This is the assumption that the efficiency of capital per unit 
declines with every increase in the amount of capital invested. 

Without assuming such a decline one cannot even speak of marginal 
efficiency of capital; for the connotation of marginality, as used in the lan- 
guage of economists, implies a decline in relation to growing quantities. 
But much more than the use of a term is at stake. For Keynes’s theory, it is 
a vital point, that to make efficiency of capital high, so that borrowing 
becomes profitable even at a high rate, investment, 7.e., capital goods pro- 
duction, has to be small. On this conception depends his theorem that with 
a high rate of interest investment cannot very likely be large enough to 
permit employment of all the employables. 

There is no doubt that, if we increase the available quantity of a given 
type of capital good, the return from this type of asset will decline, the 
reason being that the commodity which can be produced by this type of 
capital good will become less scarce in relation to other types of commodities 
and hence will lose in exchange value. But if all kinds of capital goods are 
proportionately increased, it is not so clear that the returns will decrease 
because in this case we have no reason to assume that the exchange value 
of the products will be altered. 

The reason for Keynes’s belief that efficiency of capital must decline is 
that he believes this to be a consequence of the law of diminishing returns. 
At least the concept is analagous, in his opinion, to the classic principle. 
But the law of diminishing returns holds that if one factor of production is 
increased in relation to other factors, or if one useful device is applied to 
an increasing extent as compared to the extent to which other useful devices 
are applied, the gains per unit of that factor or per unit of intensity of the 
application of that device will decrease. If labor or capital or both are in- 
creased in their application to the same area of land, it will be noticed that 
the consecutive increments of labor and of capital will yield returns of 
diminishing size; but no observation of the kind can be made if land, labor, 
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and capital are increased in equal proportions. Or, if the device of con. 
centrating production in very large plants is applied and it becomes im. 
possible to apply the device of useful decentralization simultaneously, the 
point will be reached at which the gains on the one hand are offset by 
losses upon the other. The principle of diminishing returns is a Principle 
based upon the fact that there is an optimum proportion of the elements 
in production and that therefore when additional increments of one of the 
elements are employed there emerges a need for additional supplies of 
complementary elements. It follows that if the additional supplies of the 
complementary elements are not forthcoming, further increments of the 
first element become increasingly less important and may finally become 
detrimental. A similar situation may be observed in the consumption of 
goods. If a consumer has been supplied with one type of commodity, his 
desire for another type of commodity will be more urgent. Thus the ide: 
of diminishing returns originates in the need for complementary elements. 
If, then, we adopt Keynes's theory and assume an increase in the supply 
of all kinds of capital goods, what is the complementary element in relation 
to which capital is abundant? 

One might be tempted to reply: Labor. But such an answer would vitiate 
Keynes's whole analysis since it would then follow that abundance of capital 
creates the most favorable employment situation, and therefore the decline 
in the efficiency of capital which is supposed to be a consequence of that 
abundance cannot create unemployment. 

It may be suggested that the important effect of an increase in the supply 
of capital is the fact it makes capital abundant in relation to goods which 
are not capital. We shall have to show, at a later point, that this is indeed 
the only approach which is finally productive of a satisfactory theory of 
interest. But the idea does not fit into Keynes’s theory. Capital goods are 
means of production, and goods other than capital goods are commodities 
ready for consumption. If it is held that capital goods become less scarce in 
comparison with consumer's goods, and that this is the cause of a decline 
in the marginal efficiency of capital and that the interest rate must therefore 
a“just itself to this lower degree of marginal efficiency, it will be seen that 
in this light the interest rate is the equilibrating factor between investment 
and consumption, and not a mere compensation of liquidity preference. And 
this is exactly the line of approach which must be avoided if we wish to 
adhere to the Keynes theory. 

There remains only one method for indicating an element in relation to 
which capital loses in importance because of its assumed increase. Capital 
goods are instruments by which to produce either consumption goods or 
additional capital goods. Therefore an increase in capital goods means, in the 
last instance, an increase in all kinds of goods or, in other words, a closet 
approach to the point where the various human wants would be satiated. 
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From this it would follow that the important fact is that capital increases 
in relation to human wants. Probably this comes closest to Keynes’s idea. 
But can the idea of a declining efficiency of capital, in any significant sense, 
be derived from this conception? 

In so far as an increase in capital causes an increase in material wealth 
in general as compared to the scale of human wants, it means that all 
further material gains and all further material sacrifices are affected in the 
same proportion. But economic considerations are concerned with relations 
of material sacrifices and gains; thus proportionate diminution of the weight 
of both is economically irrelevant. A given interest payment decreases in 
importance proportionately as much as the product which is obtained 
through the use in industry of the loan on which the interest is paid. The 
production of large quantities of commodities by the use of capital can never 
detract from the efficiency of capital per unit, because efficiency of capital 
means efficiency in producing goods and has nothing to do with the im- 
portance of goods, as defined in terms of an ‘“‘absolute” psychological yard- 
stick (if there is any such standard of reference) or in terms of the im- 
portance of desiderata other than material wealth. 


II 


Although it is impossible, as long as we adhere to Keynes’s idea of de- 
tiving interest from the preference for liquid monetary assets, to construe 
efficiency of capital per unit as declining with increasing amounts of avail- 
able capital, there is no doubt that this decline takes place in reality. There- 
fore, it is necessary to adopt a theory of interest which offers an explanation 
of the fact that increasing quantities of capital lose importance, per unit, 
in relation to some type of goods which are not capital. 

Interest being the price of capital, the rate of interest originates in the 
bargain between the lenders and the borrowers. Therefore every theory of 
interest necessarily must explain the reasons for'the expectation, on the part 
of lenders, of a definite amount of compensation fot their lending, and their 
consequent withdrawal of funds if they do not receive the minimum amount. 
There must, therefore, be a rival use, in the minds of the money owner, 
which competes with the loaning of his funds. This rival purpose, then, 
must be closely related to the complementary element in relation to which 
the importance of capital declines if the amount of capital increases. If funds 
are diverted to lending, the rival purpose which they would otherwise 
serve cannot be consummated to the same degree. The declining efficiency 
means that there is a comparative over-supply of services which wealth is 
capable of rendering if it is turned into capital and a comparative under- 
supply of services which wealth can render if used in other forms. 

There is, as a rule, one rival purpose in the minds of money owners 
which is not a matter of controversy. This is the investment of funds in 
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production. But this fact only broadens the issue without changing its nature. 
Why is it that persons who hold wealth in any form invest it in production, 
directly or through a borrower, only if they receive a premium of consider. 
able magnitude and withdraw their wealth from investment if that premium 
does not reach a certain minimum? What is the rival purpose, the im- 
portance of which determines that minimum? 

Keynes answers, the rival purpose is nothing but the preference for 
liquidity. 

But liquidity preference, however real it may be, is certainly not an 
ultimate purpose. Liquid assets are preferred because it is possible to shift 
them from one use to another whenever advantage is to be gained thereby. 
The preference for liquid assets, on the part of the investor, is the medium 
through which rival vanoaes not yet known to him but possibly forth- 
coming in the near future, will influence the investor's inclination to engage 
in a specific investment undertaking. The manner in which the rival pur- 
poses exert their influence is such that the investor’s decisions are held in 
abeyance. But the realization that such a “cast of thought’’ exists does not 
help us here, nor can we derive any solution of our problem from the fact 
that one investment is the rival of another. What we require is knowledge 
of the general, final hes se which competes with all investment. 

What purpose rivals with investment for the use of wealth except con- 
sumption of wealth? But to hold that this is the rival purpose is synonymous 
with a statement that the function of the rate of interest is to check the 
propensity to consume, and that interest is the price for consuming later 
instead of earlier, and hence that it is the price for waiting. Thus the con- 
ception of marginal efficiency of capital requires a theory of interest of the 
same general type as the theories of Marshall and Bohm-Bawerk. 

This writer does not think that the incompatibility of the liquidity- 
preference theory of the rate of interest with the conception of marginal 
efficiency of capital is the only reason why the former should be discarded. 
It is his belief that a direct analysis of the incentives to liquidity preference 
would show that they were not likely to be of such a strength that the exist- 
ing rate of interest could be derived from them. Furthermore, it does not 
seem possible to reconcile a liquidity-preference theory of interest with any 
form of the quantity theory of money. If funds are withheld from invest- 
ment and consumption they are hoarded, perhaps not in private chests, but 
in bank accounts which nobody uses. The effect is the same as if the hoarded 
amount of money had never existed. Nor is the number of coins or notes 
in circulation in any way relevant in the long run because it clearly follows 
from the principle of the quantity theory of money, irrespective of the par- 
ticular form in which this principle is expressed, that a smaller quantity of 
notes and coins can do the service of money as well as a larger one. If 
the total quantity of monetary symbols is small, the monetary unit has a 
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correspondingly higher value in terms of goods and can transfer a corre- 
spondingly larger amount of commodities. Therefore, if it is true that 
people retain more cash than would be objectively necessary, because they 
have a high liquidity preference, and if they continue to do so over a con- 
siderable length of time, the effect will be exactly the same as if a smaller 
amount of money had been put into circulation. That is to say, the value of 
the monetary unit will be higher and everything else will develop just as if 
no money had been hoarded. Although changes in the liquidity preference 
might very well have a short-time effect on the rate of interest, it cannot 
itself be a determinant of the rate of interest in an equilibrium situation. 
Since Keynes does not deny the principle of the quantity theory of money, 
but has only a special way of expressing it (and a very interesting way, 
too), this whole argument leads to a further objection not only against the 
validity, but also against the inner consistency of Keynes's theoretical 
propositions. 


Ill 


If the rate of interest can be interpreted only as the equilibrating factor 
between consumption and investment, it follows that it must be uniquely 
determined. The rate must be just high enough to allow that amount of 
investment which can just be carried out with the resources remaining after 
consumption. The rate of interest therefore is not a conventional phe- 
nomenon, but its level is strictly defined. 

The idea of competition for resources between investment and consump- 
tion implies that consumption diminishes the resources from which invest- 
ment is fed, and vice versa. This is not contradictory to Keynes’s idea that 
saving, and therefore capital supply, grows with income and income with 
investment. It is easy to see that investment feeds itself, in part; but com- 
petition between investment and consumption would be superfluous if in- 
vestment were to feed itself entirely, 7.e., if there would be no such thing 
as net capital consumption through investment. While Keynes speaks as if 
there were no such thing, he does not offer any proof of it, and the op- 
posite conception fits more clearly into the framework of his own as- 
sumptions. 

If consumption and investment are competing for the available economic 
resources, then, if transitional stages be neglected, every part of these re- 
sources which is not absorbed by investment will be absorbed by consump- 
tion. If this is true, unemployment is impossible in a state of equilibrium. 

Our reasoning does not support the abstruse proposition which the 
“heretics” say the “orthodox” maintain, that there is no unemployment but 
rather that unemployment is frictional. And it may be useful to remember 
that the shortage of capital theory of depressions, e.g., as suggested by 
Cassel, is an interpretation of unemployment as a result of typical frictions. 
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Carl Landauer 


The essence of this theory is the idea that more investment projects are 
undertaken in prosperity than can be carried out with existing resources, 
This condition is believed to lead to a final collapse of the investment 
undertakings. But depression results from this collapse only because the 
reorganization of productive life, involving the abandonment of over. 
ambitious projects, and the directing of resources which had been used in 
them to other economic activity, takes considerable periods of time. If com. 
plete readjustment could immediately follow the crisis, no period of unem. 
ployment would result from over-investment and ensuing disorganizations, 

This is not a review of Keynes’s book, but a comment on some aspects 
of his new theory; and therefore here is not the appropriate place to weigh 
the merits of the book against its shortcomings. But it may be said that the 
book does not only the service which can be expected from any able heretic 
opinion—namely, stirs up the spirit of criticism toward traditional doctrines 
and therefore serves as a useful test even if the traditional doctrines stand 
in the end—but in a still higher sense it is an experiment which had to be 
undertaken. Keynes wanted to produce a “monetary theory of production” 
—namely, the theory of an economy “in which money plays a part of its 
own and affects motives and decisions and is, in short, one of the operative 
factors in the situation, so that the course of events cannot be predicted, 
either in the long period or in the short, without a knowledge of the be- 
havior of money between the first state and the last.” One of the most 


important steps toward this goal would be a proof that the rate of interest fj 


is an independent monetary phenomenon and Keynes tries to establish this 
through the theory of liquidity preference. The attempt has not been suc- 
cessful, in terms of Keynes’s objective, but it has made paramount the 
necessity of performing the twofold task of better integrating the classical 
conception of a commodity economy with modern monetary theory and of 
developing formulae which will be applicable to both static conditions and 
some typical dynamic interludes with which they are associated. 


CARL LANDAUER 
University of California 


* John Maynard Keynes in the symposium Der Stand und die Nachste Zukunft de 
Konjunkturforschung, published in sane of Arthur Spiethoff, Miinchen, 1933, p. 123 et seq 
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THE NATURE OF RISK ASSUMPTION IN THE TRADING ON 
ORGANIZED EXCHANGES 


The classical theory of speculation fails to explain many of the phenomena of the 

rading on organized commodity and security exchanges because it does not take manipula- 
tion and trading on price movements into account. These two kinds of trading have come 

) be important. Taken together, they have made up the bulk of the organized trading. 
(Probably manipulation in securities has been reduced decidedly by the Securities Ex- 
change Commission.) They differ sharply from the speculation contemplated by the classical 
theory both in their natures and in their effects upon the public. In contrast to speculation, 
which tends to stabilize prices, manipulation and trading on price movements tend to 
unsettle the market and to widen price swings. Speculative profits coincide with public 
benefits; but in manipulation and trading on price movements profits may be obtained 
from transactions injurious to the public interest. General recognition of the presence of 
these two kinds of trading will facilitate their control and thus will help to -increase the 
social usefulness of the organized exchanges. 


In recent years, it has become increasingly evident that the classical theory 
of speculation falls far short of providing an adequate explanation of the 
trading in securities and commodity futures on organized exchanges. Care- 
ful study reveals that the theory is defective because it does not take into 
account certain kinds of trading which have come to be dominant—namely, 
trading on price movements and manipulation. As a result, the actual trad- 
ing which is done on the organized exchanges (hedging excluded) differs 
materially from that envisaged by the classical theory. 

As generally understood, the classical theory postulates that the risk- 
assuming trading on these exchanges consists almost altogether of specu- 
lation, although there is admitted to be a small proportion of so-called 
gambling. From this premise it is reasoned that the effect of such trading 
is to bring prices promptly to the level warranted by existing conditions and 
to stabilize them at that level, allowing for the continual changes in condi- 
tions. An essential part of the reasoning is that the speculator can obtain 
profits only if his judgment as to future price levels is correct. The net 
effect of the gambling on prices is counted as nil since it is considered as 
} mere betting on price changes. Consequently, the conclusion is reached, 
according to the classical theory, that most of the non-hedging trading on 
the organized exchanges is beneficial to society. 

In contrast to the representations of that theory, it is found that in actual 
circumstances profits are obtained by professional traders through manipu- 
lation and through a hitherto unrecognized kind of trading, the trading 
on price movements. Both of these kinds of trading are detrimental to the 
public interest because they tend to drive prices away from the levels war- 
ranted by existing conditions and also because trading on price movements 
tends to increase the fluctuations of prices. It is also found that in the 
actual trading (hedging excluded) there is only a small proportion of true 
speculation. The bulk of the trading is made up of varying proportions of 
manipulation and trading on price movements. In addition, there is some 
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miscellaneous trading which cannot be classified fully on the basis of the tl 
information available. None of the trading, however, can be regarded prop- n 


erly as gambling because its effects upon society differ materially from 
those of gambling, even though some of the traders may have little more 
in mind than to bet on the rise or fall of prices. 

The effects of trading on price movements and of manipulation are more 
injurious to society than an equal amount of gambling would be because 
they have the direct consequences of distorting prices in addition to their 
indirect consequences which are much the same as those of gambling. As 
a consequence, it is important that these kinds of trading be curbed.* 


Definitions of Terms 


Speculation is here employed in the same sense in which it is generally 
used in the classical theory of speculation. It refers to the transactions of a 
person who has made an estimate of the market situation and who has come 
to the conclusion that prevailing prices are too high or too low. Acting on 
that judgment he buys, or sells short, in the expectation that future develop- 
ments will prove his judgment to be correct, and that he will then obtain a 
profit. Thus, speculation connotes the assumption of risk in the hope of 
gain. It should be noted that the lapse of time enters into the concept, and 
it is implied that the transactions of themselves have only a minor influence 
upon the changes in the price level in comparison with that of market de- 
velopments. It is essential in the concept of speculation that profit to the 
speculator coincide with benefit to society. 

The most illuminating definition of speculation is that given by Cohn: 

Speculation is not, as Lassalle asserts, simply ‘‘a guess at the results which 
unascertainable circumstances will bring forth.’ It is more than that. It is the | 
struggle of intelligence, armed with a knowledge of the ascertainable conditions, 
against the blind workings of chance. 

This struggle takes the form of commercial transactions between = 


holding opposite opinions as to the results to be expected from known conditions, 
and so testifying to the uncertainty of any anticipation in the future.? 


Manipulation is likewise employed in the customary sense of the term 
as it is used with reference to the market operations of individuals. It may 
be defined as “‘the creation of an artificial price by planned action, whether 
by one man or a group of men. . . . Manipulation always implies the use of 
special power and ingenious methods in handling the market. . . .”* To 


*Space limitations do not permit the analysis of the advantages of the organized ex- 
changes. The writer's view is that they have a considerable net social value as things are, § 
but that this net value 1 be increased greatly by bringing the undesirable kinds of if 
trading under control. i 

* Gustav Cohn, Grundlagen der Nationalékonomie, quoted in Fayant Some Thoughts on 
Speculation (Fayant, New York, 1909) 

*C. A. Dice, The Stock Market (Shaw, New York, 1928), p. 414. 
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this may be added the elements of secrecy and deception employed by the 
manipulator against the other traders actually or potentially in the market, 
including the tactics employed at times to attract outsiders into the market. 
Some of the main forms of manipulation are: 
(1) Corners, squeezes, etc. 
(2) Bear raids, “shake-outs,” and “gunning for stop-loss orders.” 
(3) Buying or selling in a manner calculated to produce the maximum effect 
upon prices, frequently in a concentrated fashion and in relatively large 
lots. 


In addition to the market operations connected with manipulation, various 
rumors may be actively circulated. If a bullish movement is under way, there 
is likely to be a considerable amount of propaganda calculated to induce 
buying on the part of the public. 

Trading on price movements, or movement trading, refers to the transac- 
tions involved in “going with the market,” especially by professionals. 
Such traders buy when prices are advancing, depending upon their market 
intuition and their market agility to close out their holdings at once when 
the advance is checked or when the trend is reversed. Likewise, they sell 
short when prices are declining. They are concerned with whatever price 
movement is under way at the time rather than with the price level which is 
warranted by existing conditions. Some of them specialize on the minor 
fluctuations within the day; some follow the intermediate movements which 
sometimes involve two or three days; and a few are concerned mainly with 
the longer price swings which may extend over several days or sometimes 
over several weeks. 

This type of trading had not been identified formerly, and it is believed 
to be peculiar to the trading in futures and securities on the organized ex- 
changes.* It has to do mainly with the technical conditions of the market 
and especially with the ways in which the public enters and leaves the 
market. It differs significantly from both speculation and manipulation, as 
will be shown in the following section.° 


“It was suggested in part by the Report of the Federal Trade Commission on Methods 
and Operations of Grain Exporters, June 18, 1923, pp. 49-50. 

* A kind of trading which resembles trading on price movements in some respects is 
the buying which is done occasionally in large amounts by non-professionals in the final 
stages of great bull markets. Outstanding instances of such buying were found in the wheat 
futures market in January, 1925, in April, 1928, in June-July, 1929, and in June-July, 
1933. This kind of buying occurs only after an advance has been in progress for several 
weeks or months. In those circumstances it seems that sometimes a number of buyers forget 
almost everything except the paper profits which they would have obtained if they had 
entered the market a few weeks earlier. Undoubtedly their buying contributes materially to 
the sharp advances which characterize the final stages of those bull markets and which are 
followed by equally steep declines. 

_ This trading, however, differs from the trading on price movements in two ways. First, 
it Operates on the buying side only, whereas movement trading is found on the selling side 
as well. Second, the non-professionals who enter the market on the buying side at such 
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One description of a successful trader on price movements in stocks runs 
as follows: 


His method was to select one of the most active stocks and stay in that crowd 
day after day, familiarizing himself with the peculiarities of its movements and 
getting an insight into the manipulation of it. Constant observation showed him 
that his success or failure depended upon his ability to follow the immediate trend, 
and to turn quickly if he was wrong. But he explained that the most important 
thing in floor trading is to cut your losses short and go with the stock as long as it 
travels your way. The most accurate guide, he claimed, was the tendency and the 
technical position of the market.* 


Two conditions which prevail on the organized exchanges help decidedly 
in making possible the trading on price movements. The less important 
is the fact that the things traded are homogeneous so that the trend of 
prices can be seen readily, much more so than where differences in quality 
affect the prices registered. The more important condition is the tendenc 
toward inertia or momentum in the price movements which arises mainly 
from the large number of traders operating in these markets. Probably there 
are as many as 20,000 traders in wheat futures in the United States at 
times; and very likely the number of traders in stocks is much larger. Many 
of these are scattered in various localities with the result that in the absence 
of new developments their trading tends to have a quality of continuity akin 
to the statistical principle of the inertia of large numbers. 

Trading on price movements tends to unsettle the market and to widen 
price swings. The traders engaged in it are little concerned over what 
levels are justified by the prevailing situation. They are interested rather in 
how far the other traders will push the movement in prices which they are 
following at the time. Since these movement-traders are numerous (often 
there are several hundred in Chicago wheat futures), they can have con- 
siderable influence upon short-time price movements, the more so because 
they constitute a compact group and are susceptible to mass psychology. 
Thus, it is very easy for them to throw a great weight of concentrated buying 
or selling upon the market at any time when such a course seems to promise 
them a profit. 

So far as can be learned most of the professional traders in wheat futures, : 
aside from the hedgers, are commonly traders upon price movements. This | 
ag is especially true of the leading operators whose holdings are frequently 
Py gigantic in comparison with those of the rank and file, sometimes amount- 


times nearly always lose money, whereas the professional traders commonly profit by their 
trading upon price movements. 

Although this kind of trading is important at times, it occurs infrequently and makes 
up only a small part of the trading done in the course of a year. Consequently, it is counted 
with the miscellaneous trading. 


*R. D. Wyckoff, Wall Street Ventures and Adventures through Forty Years (Harper, 
New York, 1931), p. 131 
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ing to several million bushels. At times, some of the leading traders assume 
the parts of manipulators, but an examination of their trading indicates that 
most of the time they are trading on price movements. From the information 
available, it may be concluded that substantially the same condition has 
prevailed on the security exchanges, except that on them there was more 
manipulation and less trading on price movements than in the futures 


market.? 
Kinds of Trading Contrasted 


Perhaps the main point of difference among the three major kinds of 
organized trading can be brought out best by contrasting each with the other 
two kinds with respect to the nature of each, the way in which it is done, 
and its effects upon society. Since the dissimilarity of speculation and move- 
ment-trading is the most important point, it may be considered first. 

At the outset, the statement should be made that it is impossible to 
identify any of the kinds of trading from observation of the transactions 
in the pits or at the posts. To a high degree the transactions are anonymous 
and all kinds of trading have the same appearance, consisting of purchases 
or sales, or the making of contracts to buy or to sell. The characteristics of 
each type may be ascertained, however, by a comparison of the record of the 
transactions of each operator with the behavior of prices and other pertinent 
circumstances. The indication is not always perfect because there is no hard 
and fast boundary between each kind of trading so that they may fall in a 
border zone between the two. Most of the trading, however, is clearly 
enough defined so that it can be identified as one kind or another.* 

The difference between speculative trading and movement trading may 
be brought out by considering a diagram of hypothetical movement of prices 
as these would appear in the absence of both kinds of trading (manipula- 


"This statement refers to the conditions which existed prior to the establishment of the 
Securities and Exchange Commission. 

“Although the outlines of movement-trading are clearly apparent, many of the details 
are still obscure. The information available is not sufficiently complete to permit the formu- 
lation of a workable program of control. One possibility may lie in the difference between 
this trading and speculation in the matter of the lapse of time, as was indicated above. 
Another possibility is along the line of making it more difficult for traders to buy on an 
advancing market and to sell short on a declining market. A step in this direction was 
taken in 1931 by the New York Stock Exchange in temporarily discouraging short sales 
at a price lower than the last quotation. Similar action is recommended by the Securities 
and Exchange Commission with respect to short selling. “No member shall use any facility 
of the exchange to effect on the exchange a short sale of any security in the unit of trading 
at a price below the last sale price of such security on the exchange.” (Certain exceptions 
noted.) Sixteenth Rule (a), of Rules for the Regulation of Trading on the Exchanges Recom- 
mended by the Securities and Exchange Commission for Adoption by National Securities 
Exchanges. See p. 170, Report on The Feasibility and Advisability of the Complete Segrega- 
tion of the Functions of Broker and Dealer, June 20, 1936. 

Any method of control will encounter difficult problems in its administration. In any 
event, the control of trading on price movements must be preceded, if it is to be effective, 
by a considerable popular recognition of the detrimental effects of this trading. 
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tion excluded) and as it would be with the addition of either kind. In Chart 
I, let the solid line A-B represent the movement of prices without either; 
the dotted line A’B’ show the movement with the addition of speculation; 
and the broken line A’’-B” represent the movement with the addition of 
movement trading, excluding speculation. 

Without either speculation or trading on price movements, the course 
of prices is assumed to be A..d..e..f..g..h.., and on to B. Each price 
level in turn is determined by existing conditions without reference to the 
future, and each is to be regarded as fair under those conditions. 


WITHOUT EITHER SPECULATION OR MIQVEMIENT TRADING 
PLUS SPECULATION 
PLUS MOVEMENT TRADING ONLY 


With the introduction of speculation, the element of anticipation of the 
future is added. Conceivably, this might make no difference so long as the 
price level seemed to form a proper balance between demand and supply 
and so long as no change in conditions was in prospect. But suppose that 
at A’ it begins to appear that higher prices will be warranted in the future. 
Anticipation of a higher price level causes speculative buying so that prices 
follow the dotted line A’. .d’. .e..f’.., etc., which advances earlier than 
the solid line but does not reach so high a peak. 

Obviously, this reasoning is predicted on the assumption that the specula- 
tors who assume the risks of their transactions in the hope of profits will 
display better judgment, on the whole, than the dealers and consumers who 
are selling and buying mainly on the basis of current needs. As before 
stated, it is known that some speculators are commonly mistaken in their 
judgment at any time, but as a rule the composite judgment of a group 
provides the best available estimate of future conditions. It would be desir- 
able that each member of the group should be competent, but under actual 
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conditions it would be very difficult to set up standards of competency. Since 
the speculators who are wrong lose money through their operations, it would 
be expected that those whose judgment had been superior in repeated in- 
stances would have the largest holdings. As a result the average judgment 
of speculators should be of high quality. 

In the same way that speculation results in higher prices at an earlier date 
than they would have occurred in the absence of speculation, it likewise 
tends to cause prices to decline earlier than they would otherwise do when 
conditions point to lower prices in the future. Likewise, it tends to prevent 
prices from declining to as low a point as they would reach in its absence. 

When it began to be apparent at A’ that higher prices would be justified, 
the speculators bought and contributed to the advance in prices. But in order 
to realize their profits, it would be necessary for them to close out their hold- 
ings as prices approached f’, which is taken as the level which the average 
opinion of the speculators believed to be justified. Then, with new condi- 
tions pointing to lower prices, the speculative group would sell short on the 
whole, influencing prices downward at first. Then, as the price level ap- 
proached 4’, they would begin to cover their short holdings. 

Thus, the two main results of competent speculation are to bring prices 
promptly to the level justified by conditions and to stabilize prices. 

That the trading on price movements is different may be seen by referring 
again to the chart. Here it may be observed that the upward influence of the 
trading upon the movement of prices (speculation excluded) would not 
begin until prices began to move upward from other causes. When the trend 
began to be apparent this type of trading would accelerate the advance. It 
should be noted, however, that these traders have no definite estimates of 
the price level which should prevail under given conditions so that they 
tend to continue their buying as long as prices continue to advance. Con- 
sequently, their transactions push prices to f” instead of to f with the result 
that there is likely to be a sharp break after the peak is reached since many 
of them will have long holdings to liquidate at once. In much the same way 
these traders tend to sell short when prices show a downward trend but, 
because they have no definite judgment of the level which should prevail, 
they tend to push the decline too far, going to 4’ instead of to 4. Then there 

is likely to be a sharp recovery as these shorts attempt to cover.® 

In practice, some of the professionals are likely to close out their hold- 
ings and take their profits a number of times during either a major advance 


_ ‘As an illustration of their effects in daily price changes it was found that on days 
of large advances or declines the closing prices tended strongly to show a substantial 
rebound from the high or the low price for the day. (Unpublished study by Mr. P. Mehl.) 
L’sewise, the Securities and Exchange Commission found that most of the time the floor 
trading on the New York Stock Exchange and the New York Curb Exchange tended to 
accentuate price trends. Report on The Feasibility and Advisability of the Complete Segrega- 
‘ion of the Functions of Dealer and Broker. June 20, 1936, pp. 19-21. 
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or a major decline. Usually the group is large enough so that the process is 
roughly continuous, with some getting out and others entering the market. 
In wheat futures it appears that the net long position of the professional 
group is usually large up to the peak or near it during bull markets, although 
this is not always true. Of course, the ideal situation from the standpoint 
of these traders would be to have enough buying on the part of the public 
to take their long holdings at a price near the peak price. 

Contrasting the trading on price movements and speculation, it is evident 
that the chief difference between the two arises from the tendency for the 
speculative operations to center approximately upon the price justified by 
the conditions existing at the time, whereas movement trading has no such 
a check. This difference accounts for the tendency of true speculation to 
stabilize prices and for the tendency of movement trading to widen price 
swings. Because speculative trading is based on the estimates made by the 
individual speculators of the prices which are warranted from time to time, 
it tends to check both advances and declines when they have gone far 
enough. Movement trading has no such governing force. It depends upon 
the slackening or the termination of the advance or the decline, to which the 
movement trading itself contributes, as a guide to closing out its long or 
short positions. That is, movement trading depends upon the other traders 
in the market to check the advances and the declines. In this respect the 
movement trading is parasitic upon the market as a whole. 

It may be noted, too, that speculative trading is governed chiefly by the 
changes in the balance between demand and supply. In contrast, the trading 
on price movements, especially on the shorter movements, is based mainly 
on the technical conditions of the market, including the way in which the 
non-professional traders enter and leave the market from time to time. 

The two kinds of trading differ also with respect to the time element. 
This is manifested in two ways. First is the time of the advance or the de- 
cline in response to changed conditions. As indicated in the diagram (p. 14) 
the speculative buying begins earlier than the buying of movement traders. 
The speculators begin to buy when the conditions become apparent; the 
movement traders wait until the upward movement in prices gets under 
way. In the same way, the short selling by speculators begins earlier than 
that by the movement traders. Likewise, both the resulting long and short 
positions are closed out earlier by the speculators than by the movement 
traders. 

In the second place, the lapse of time is essential in speculation to reveal 
whether or not the judgment of the speculator is correct. As a rule such 
developments are spread over a period of several weeks or months. The 
situation in movement trading is commonly the reverse. Most of this trad- 
ing is done on the movement of prices which continue for a few minutes, 
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ess is a few hours, or a few days, so that the lapse of time is only a minor factor 
arket. in it. 

‘ional Speculation versus Manipulation 

ough In contrast to the net tendency of speculation to bring prices to the level 
— warranted by existing conditions and to stabilize prices, the essential ele- 
uublic ment in successful manipulation is the distortion of prices from their proper 
. levels. Aside from the minor objection that the manipulator takes advantage 
ident of the other traders in the market and of those who may be drawn into the 
the market as a result of his operations, it may be seen that his transactions tend 
od by to unsettle the market and to cause prices to be either higher or lower than 


Such they should be. In addition to the effects of his transactions, the outpouring 


_ of rumors and dubious claims which frequently accompany manipulative 
: a operations add to the difficulties of determining what prices should prevail. 
y the 
time, Movement Trading versus Manipulation 
© far There is a definite difference between these two kinds of trading. The 
a trading on the movement of prices is done in response to these movements 
h the and is governed by them. The traders may act in concert in their responses 
ne ot to these movements but not in collusion. It is quite possible that the propor- 
aders tion of this trading may increase until it is the prime factor in continuing 
tthe the upward or downward movement in progress at a given time; but there 
is no attempt to control the movements or to direct prices. Each trader is 
y the acting individually. 
ding Perhaps the effect of this trading can be best illustrated by the story of a 
ainly United States transport bringing back a load of soldiers to New York early 
h the in 1919. It entered the harbor early on a foggy morning, having its decks 
ae. thronged with men eager for the first glimpse of the city. Suddenly the fog 
a. lifted a little and a doughboy yelled, ‘Look at the Statue of Liberty!’’ The 
e de- rush to that side nearly upset the transport. 
- 14) Without vouching for the authenticity of the story, it may be pointed 
ders. | out that it is this type of mass response to conditions which characterizes the 
3 the |) traders on the movement of prices. Frequently there may be several hundred 
inder | of such traders, small and large, in the wheat futures market. Each one is 
than | acting for himself; but, since they are largely governed by the same condi- 
short tions, most of them are likely to act as a crowd, especially since they form a 
ment compact group so that most of them are subject to mass psychology. 

In contrast to the trading on the movement of prices, manipulation im- 
eveal plies a definite, purposeful attempt to control prices on the part of an in- 
such dividual, a few individuals, or a group which acts as a unit. It connotes a 
The knowledge of what the individual or the group is doing and of the effect 
a of the manipulative transactions upon the market. 


This difference between the two types of trading calls for a corresponding 
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difference in the means of controlling them. It is possible to restrain 
manipulation by passing appropriate laws which will make the various types 
of manipulation illegal and will provide penalties for the manipulators in 
the instances in which intent to manipulate is evident from the record of 
the transactions. Of course, such laws can hardly reach every element of 
manipulation, but under competent administration they can reduce manipv- 
lation so that its effects will not be important. 

Trading on price movements, however, cannot be reached in this way 
since there is no intent on the part of these traders to cause damage to the 
market. Consequently, it is necessary to determine fully the conditions which 
have come to permit these traders to obtain profits for themselves in ways 
which are detrimental to the public interest. Then these by-paths can be 
blocked off by law. 


Effects of Preponderance of Manipulation and Movement Trading 


It is evident that because the bulk of trading (hedging excluded) on 
the organized commodity futures and security exchanges is made up of 
varying proportions of trading on price movements and manipulation the 
public value of these exchanges is cut down to a considerable degree. Cer- 
tainly the value of these institutions to society under present conditions is 
much less than has been claimed for them on the basis of the classical theory 
of speculation. 

As was shown above, the effect of each of these two kinds of trading is to 
distort prices from their proper level. This effect reduces the value of the 
price-determining process on the exchanges, and it also cuts down the worth 
of the resulting quotations for dissemination. Thus, when the price of wheat 
at Chicago was pushed to approximately $1.20 a bushel in July, 1933, 
largely by trading on price movements both by professionals and outsiders, 
it is obvious that the determination of prices had become badly warped and 
that under those conditions the quotations were less valuable for wide dis- 
tribution than they are at other times. 

Because these two kinds of trading tend to cause wide swings and violent 
fluctuations in prices, their effects, as reflected through the exchanges, inter- 
fere with the orderly marketing of commodities and securities involved and 
thus are detrimental to the handlers of the commodities, to the producers, 
to the consumers, and to the investors in securities. Further, they tend to 
make it difficult for the handlers of commodities to keep their stocks 
hedged properly in their efforts to reduce the risks of ownership. 

Again, the predominance of manipulation and of movement trading tends 
to direct the thinking of the men in the trade toward these kinds of trading 
rather than toward becoming proficient in gauging the balance between 
demand and supply. Thus, the tendency becomes more and more to em- 
phasize the technical conditions rather than the fundamental conditions. 
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The younger men have made money quickly in trading on price move- 
ments with the result that they are attracted to that field. Consequently, 
there is a disposition, on the part of the people closest to the marketing 
processes, to neglect the arduous study of the numerous conditions which 
affect the balance between demand and supply. As a result, the quality of 
the trading as a whole may easily tend to decline further rather than to 
improve. 

Another effect is that popular thinking tends to tar with the brush of 
questionable practices all those connected with these organized markets. 
This is all the truer because the greatest amounts of publicity are given by 
newspapers and popular magazines to sharp price movements and to the 
exploits of the leading manipulators or traders on price movements. Mani- 
festly, this view is unfair to the many of those who are connected with 
these institutions and also to the individual traders who base their transac- 
tions on careful estimates of the prices justified by conditions. The im- 
portance of these exchanges might well justify a degree of prestige for them 
equal to that accorded comparable institutions in the fields of insurance, 
manufacturing, banking, transportation, etc.; but there is reason to believe 
that their reputations have been damaged in the public thinking by the 
publicity given to the results of manipulation and movement trading. 


Conclusions 


In the foregoing sections it has been pointed out, in outline, that the 
trading in commodity futures and in securities on the organized exchanges 
actually consists of a small part of speculative trading which is desirable 
and of larger parts of manipulation and movement trading combined, both 
of which are detrimental to society. Popular recognition of these different 
kinds of trading will pave the way for effective control of the undesirable 
trading, and will give proper credit to the true speculators. As a conse- 
quence, the public value of the organized exchanges will be increased to 
a considerable degree. 

It is especially desirable that the trading on price movements should be 
widely understood and that the differences between it and true speculative 
trading should be appreciated because at first sight it resembles speculation 
so closely that the differences may easily elude the casual observer. The 
evil effects of manipulation are readily apparent and there is little question 
of the disposition of the man in the street to take measures against it. As 
was pointed out above, it is possible to proceed against manipulation by 
making certain types of manipulative transactions illegal; but with respect 
to movement trading it will be necessary to set up new controls which will 
prevent these traders from obtaining profits from anti-social transactions. 
To do this effectively, it will be necessary to trace out much more fully the 
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ways in which their transactions are bound up with the other market 
transactions, especially with those of the small traders. 

It should be stated that there is little chance of eliminating manipulation 
and movement trading completely because there are many transactions which 
have elements of both speculation and movement trading, or speculation 
and manipulation. Thus, there will undoubtedly be borderline cases in 
which it will be difficult to prove either manipulation or trading on Price 
movements. They can be curbed, however, so that there will be only a 
small amount of each in the total trading with the result that nearly all of 
the trading will consist of speculation. 

It is evident that under such conditions the public value of the organized 
exchanges would be considerably greater than at the present. Relieved of 
the effects of manipulation and of movement trading, the tendency for 
speculation to stabilize prices at the levels warranted from time to time 
would have opportunity to demonstrate its worth since it would no longer 
be overshadowed by other kinds of trading. Further, the traders would be 
obliged to concentrate on speculative trading; and competition among 
them would stimulate increasing proficiency in the estimation of proper 
price levels. Such improvement in the determination of prices would also 
enhance the usefulness of most of the other functions performed by the 
exchanges, notably those of price dissemination and, by the commodity 
exchanges, of hedging. Under such conditions the net value of the or- 
ganized exchanges to the economic order would be greatly increased and it 


can hardly be doubted that these institutions would enjoy a corresponding 
rise in popular esteem. 


H. S. IRWIN 
U. S$. Department of Agriculture 
Chicago, Illinois 


EFFECTS OF THE AMERICAN DEVALUATION ON PRICES 
AND EXPORT TRADE 


The effects of the American devaluation policy on commodity prices and foreign trade 
may be discerned by an analysis of pertinent statistical data. Analysis of price data revealed 
no automatic rise in the general level of prices corresponding in degree to the increase in the 
price of gold. There was, however, a fairly close correspondence between the rise in prices 
of commodities important in international trade and the increased price of gold. Although 
no exact mathematical correspondence is shown, the conclusion appears warranted that the 
devaluation policy did cause a reversal of the downward movement of prices. Data relative to 
American export trade show that after the adoption of the devaluation policy both the value 
and volume of the export trade increased, though the former increased more rapidly than the 
latter. The revival of American export trade may to a considerable extent be explained by 
the fact that the dollar was made a cheaper unit which stimulated its use by foreigners. 


The recent devaluation policy of the United States has been a subject of 
much controversy in respect to both its desirability and its effects. To some 
extent the effects are subject to statistical analysis; and in the following 
discussion an attempt is made to disclose the major consequences of de- 
valuation on domestic prices and the American export trade. Inasmuch 
as the policy had for its purpose a twofold accomplishment—the raising of 
commodity prices and the improvement of the American competitive posi- 
tion in foreign trade—it will be of interest to analyze certain statistical 
data in order to ascertain what progress was made toward attaining these 
objectives. 

In respect to the effect of devaluation on domestic prices an analysis is 
first made of the relationship between the increase in the price of gold per 
ounce, or, put differently, the increased value of the gold dollar as measured 
in legal tender currency,’ and in certain general price series. The month 
of March, 1933, is used as a base from which various measurements are 
made.* Data on the price of gold and index numbers of two wholesale 
price series, carried through 1934,* are shown in Table I and incorporated 
in Chart I. 

With reference to the wholesale price index of the United States Bureau 
of Labor Statistics and the price of gold, the data indicate an upward 
movement in each series but by no means equal in degree. The percentage 
tise in the price of gold was far greater from March, 1933, to February, 


“Inasmuch as the government stated no independent price for gold until October 25, 
1933, its increased value, for purposes of the present discussion, was measured by the 
quotations for the French franc which was on a gold basis. This was done for the entire 
period from March, 1933, through January, 1934, notwithstanding the fact that independent 
Prices were set by Administration officials from the end of October through January. The 
reason for the above procedure is to secure uniformity for the entire period. 

_*The month of March was selected, in spite of the fact that the foreign exchange and 
principal commodity markets were closed for about a week, because this was the last month 
that the dollar remained close to par in the foreign exchanges. The depreciation of the 
dollar actively began in April, 1933. 

* The data have been carried only through 1934 because it is my belief that the major 
price-lifting power of devaluation had spent itself by the end of that year. 
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1934, than in the case of wholesale prices. During this period the price 
of gold increased by 69.3 per cent while general wholesale prices increased 
only by 22.3 per cent. From the beginning of February, 1934, when the 
price of gold was stabilized at $35.00 per fine ounce, to the end of 1934 
wholesale prices increased somewhat more, the percentage increase in 


TABLE | 


Per Cent INncREASE IN Price or Go.p, 1n Moopy’s Commopitry Price INDEX, AND 1n 
WHOLESALE Prices IN THE UNITED States FROM Marcu, 1933, ro DECEMBER, 1934 


(March, 1933=base) 


Per cent Per cent 
increase in whole- increase in Moody's 
sale prices Commodity Index* 


August 
September 
October 
November 
December 


1934 
January 
February 
March 69 .3 
April 69.3 
May 69.3 
June 69 .3 
July 69.3 
August 69.3 
September 69 9 
October 69 .3 4 

1 
7 


November 69.3 


December 69.3 


1 Increase in price of gold from March, 1933, to January, 1934, calculated from closing 
quotation for French franc; increase from February, 1934, to December, 1934, calculated from 
official treasury price of gold ($35 per fine ounce). 

2 Calculated from index of the United States Bureau of Labor Statistics. 

3 Reduced to monthly averages. 


December, 1934, over March, 1933, being 27.7 per cent. This 27.7 per cent 
rise in wholesale prices is still far short of the 69.3 per cent rise in the 
price of gold. These data show that there was no close correlation between 
the price of gold and commodity prices in general, and that raising the price 
of gold does not insure any corresponding rise in the general level of com- 
modity prices—a view that seems to have been held by many ardent advo- 
cates of devaluation. 


q 
1933 = # 
March 0.0 0 
April 9 
May 4.2 31 
June 8.0 42 
July 14.5 60 & 
15.4 53 Fs 
17.6 52 g 
18.3 45 
18.1 46 
: 17.6 43 
52 
61 
60 
56 
55 
61 
64 
75 4 
76 
67 
69 
75 4 
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Price Not a!l those who advocated devaluation, however, expected that prices 
eased of all commodities would rise in direct proportion to the degree of devalu- 
n the ation. Their view, rather, was that prices of certain basic products, especially 
1934 those important in international trade as exports, would rise in a degree 
== commensurate with the increase in the price of gold. Inasmuch as those 
CHART I 
oo “ Per CENT INCREASE IN PRICE OF GOLD, IN Moopy’s COMMODITY PRICE INDEX, AND IN 
WHOLESALE PRICES IN THE UNITED STATES FROM MARCH, 1933, TO DECEMBER, 1934° 
(March, 1933 = base) 
Per Cent 
80 
ody’s 
Price of Gold 
40 
30 
20 
if Wholesale Prices 
closing 
from 
"Increase in price of gold from March, 1933, to January, 1934, calculated from closing 
quotation for French franc; increase from February, 1934, to December, 1934, calculated 
a from official treasury price of gold. Moody's Daily Commodity Index has been reduced to 
— monthly averages. The wholesale price index is that of the United States Bureau of Labor 
‘ Statistics. 
in the 
tween prices suffered the greatest decline during the years of deflation it was felt 
> price that a reversal of their downward movement would have a stimulating 
- com- effect on all other prices and cause a general upward movement. 
advo- 


The validity of this contention, that prices of commodities important in 
international trade would rise in fairly close relationship to the increase in 
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the price of gold may, on the whole, be unquestioned. Both theory and 
statistical data support this view. 

The theory that domestic prices can be raised by depreciating the ex. 
ternal value of the currency centers upon the effect that a policy of de. 
preciation will have on international trade and on the prices of commodities 
that may be exported or imported. The first effects of a depreciation of the 
foreign exchange value of a currency are felt by those goods entering into 
the export and import trade of a nation. Exports are stimulated because 


CHART II 


PER CENT INCREASE IN PRICE OF GOLD AND VARIOUS CRUDE MATERIALS ENTERING INTO 
Export TRADE, FROM MARCH, 1933, TO DECEMBER, 1934* 


Per Cent 
100 
90 PON PTobacco 
80 Cotton 
“Copper 
70 VPrice of Gold 
60 
50 
rPetroleun 
40 
350 
20 
10 
0 
-10 
‘Increase in price of gold from March, 1933, to January, 1934, calculated from closing 
quotation for French franc; increase from February, 1934, to December, 1934, calculated 
from official treasury price of gold. Changes in other prices calculated from price data 


reported by the United States Bureau of Labor Statistics. 


depreciation of the currency makes goods exported by that nation cheaper; 
imports are discouraged because depreciation makes the imported articles 
more expensive. 

Factual data which support, in general, this theoretical view are pre 
sented in Table I and Chart I. The index of prices prepared by Moody's 
Investors Service, including prices of 15 commodities most of which are 
of importance in international trade is used to show the general upward 
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y and movement in prices of export and import commodities. Moody’s index, 
which is a daily index, has been reduced to monthly averages and the average 
NE eX: for March, 1933, has been made the base. 
of de- 
rdities CuHarT III 
f th Per CENT INCREASE IN PRICE OF GOLD AND VARIOUS CRUDE MATERIAL IMPORTS FROM 
MARCH, 1933, TO DECEMBER, 1934? 
£ into Per Cent 
ecause 140 
IG INTO 120 
100 
89 
Gold 

j 

60 

40 
20 
0 
ice data 1933 1434 
‘Increase in price of gold from March, 1933, to January, 1934, calculated from closing 
‘ quotation for French franc; increase from February, 1934, to December, 1934, calculated 
caper, © 9 from official treasury price of gold. Changes in other prices calculated from price data 
articles reported by the United States Bureau of Labor Statistics. 

As can be seen from Chart I the movement of the prices as shown by 
re pre Moody's index has, in general, been in the same direction with the increase 
1. ‘ in the price of gold. The variation for this group of commodities was not 

it ‘The commodities making up this index are: sugar, coffee, cocoa, corn, hogs, wheat, 
ipwar ¢ cotton, wool, silk, hides, rubber, silver, copper, lead, and steel scrap. 
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always identical or in the same degree as that of the price of gold, due, in 
part, to speculative influences acting under conditions of great uncertainty 
in respect to the future monetary policy. The tendency, however, was up- 
ward, in considerable contrast to the movement of general wholesale com- 


modity prices as shown in the same chart. 
CHART IV 


PER CENT INCREASE IN PRICE OF GOLD AND SELECTED BASIC PRODUCTS FROM Marcu, 
1933, TO DECEMBER, 


Per Cent 
120 
, 
100 
|: 
80 
' \ 
Gore 


60 
ar 
40 
Pic 
Cont 
20 Baick 
0 
1933 1934 


* Increase in price of gold from March, 1933, to January, 1934, calculated from closing 
quotation for French franc; increase from February, 1934, to December, 1934, calculated 
from official treasury price of gold. Changes in other prices calculated from price data 


reported by the United States Bureau of Labor Statistics. 


It would be an error, however, to assume that all important crude ma- § 
terial exports responded to the stimulus of devaluation in equal degree. ff 
That this was not so can be seen from data presented in Chart II. Domestic ‘ 
prices of imported crude materials show, in many cases, an even less close § 
relationship to the price of gold. A number of these prices are shown in 
Chart III. (The movement of crude rubber prices has been omitted from 
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this chart because of its wide fluctuation: from March, 1933, to January, 
1934, the price of crude rubber rose by 200 per cent; by September, 1934, 
it rose by 400 per cent over the March, 1933, base.) It becomes clear from 
these two charts, showing individual prices of important crude export and 
import commodities, that no exact mathematical relationship exists between 
such prices and the price of gold. 

Even less correlation with the price of gold is shown by many important 
“basic’’ products which are of relatively little importance in international 
trade. Price changes of a number of such commodities are presented in 
Chart IV. 

The foregoing price data, which set forth the percentage change in various 
price series during the period of devaluation and for some months after the 
price of gold was stabilized, show that devaluation as a causal influence 
reacted on particular prices with varying degrees of effectiveness. Some 
prices appear to have responded quickly to the stimulus of raising the price 
of gold while others show very little response. A number of commodity 
prices increased to a far greater degree than the price of gold increased, and 
still others to a far lesser degree, showing that other price-making forces 
were operating and were of greater significance in such price movements 
than was the changing of the price of gold. 

Any attempt to discover the effectiveness of devaluation as a price-raising 
mechanism is made difficult by the complexity of forces which operate in 
the determination of prices and price changes. The problem is further com- 
plicated by the fact that, while the devaluation policy was carried on, other 
governmental policies were pursued which had important bearing on price 
movements, though their influence is not subject to measurement. Among 
these latter policies are the vast governmental expenditures for relief and 
public works projects, the inauguration, in the fall of 1933, of the national 
recovery program under the ill-fated National Industrial Recovery act, and 
the establishment of the Agricultural Adjustment Administration with its 
crop curtailment program, the levying of processing taxes, and the payment 
of benefits to farmers. Many prices undoubtedly responded more to these 
non-monetary programs than they did to the influence of devaluation. 

The above remarks are not intended to deny that devaluation was an 
influence, and perhaps a very important influence, in bringing about a rise 
in certain prices. The evidence presented relative to price changes for com- 
modities important in international trade, particularly as exports, tends, 
on the whole, to show a considerable correlation between their prices and 
the price of gold. Furthermore, it is likely that devaluation through its aid 
in bringing about price increases for certain commodities also aided in turn- 
ing other prices upward. The higher dollar prices secured by many American 
exporters and their resulting increased incomes and expenditures filtered 
through the channels of trade and created a stronger demand for numerous 
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types of commodities whose prices were less subject to direct influence by 
devaluation. The problem in respect to the use of devaluation as a price- 
raising mechanism lies not in determining whether or not it is an influence 
on prices but rather how great an influence it is. Unfortunately, the evidence 
in regard to price movements of particular commodities and of the general 
level of commodity prices, plus the fact that other influences were operative, 
make it impossible to state whether the devaluation policy was the major 
cause of the price rise experienced in the United States. 


While the restoration of prices was a major objective of the devaluation 
policy and the one most frequently mentioned by administration officials a 
second important objective of the policy was the improvement of the 
American competitive position in international trade. President Roosevelt 
stated, in the proclamation of January 31, 1934, which officially reduced 
the gold content of the dollar, ‘that the foreign commerce of the United 
States is adversely affected by reason of the depreciation in the value of 
the currencies of other governments in relation to the present standard 
value of gold, . . . and, that, in order . . . to protect the foreign commerce 
against the adverse effect of depreciated foreign currencies it is mecessaty 
to fix the weight of the gold dollar at 15 5/21 grains nine tenths fine. . . .”° 

Toward the end of 1931 and in subsequent months in 1932 a number of 
important nations suspended the gold standard and as a result their cur- 
rencies depreciated in the foreign exchanges. The decline in most instances 
amounted to over 30 per cent by the latter part of 1932. In the case of 
Japan the depreciation approached 60 per cent. 

These nations found themselves in a more favorable competitive position 
in international trade as compared to those nations which still adhered to 
the gold standard. The latter, among them the United States, found them- 
selves losing foreign markets and having an influx of cheap foreign com- 
modities in the domestic markets. Their only defense was to impose tariffs, 
quotas, and other restrictions, and to compete with the other nations (those 
having depreciated currencies) by cutting prices. This latter meant, of 
course, a deflation in the domestic price level. 

Through devaluation the United States hoped to end the deflation in 
prices and to improve its foreign competitive position. How devaluation 
affected the relative values of foreign currencies in terms of the dollar can 
be seen from Table II. Data are given for March, 1933, before the dollar 
began to depreciate, and for March, 1934, after devaluation had taken place. 

The data disclose how the devaluation of the dollar offset in part, or en- 
tirely, the advantage which many non-gold currencies had as cheap units in 
the foreign exchanges. They show, also, how the dollar became a much 
cheaper unit in the foreign exchanges than the units of the nations which 


* Proclamation No. 2072, January 31, 1934. 
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nce by still adhered tenaciously to the gold standard. Thus the depreciation of the 
| Price. dollar had the twofold effect of eliminating or reducing the advantages 
fluence secured by the nations that had left the gold standard and of gaining for the 
ridence United States certain advantages over those nations that did not suspend 
zeneral the gold standard and depreciate their currencies. 
*rative, It was expected that making the dollar a cheaper unit in the foreign 
major 
Taste II 
VaLuE oF ForeIGN CURRENCIES IN TERMS OF THE AMERICAN Do tar, Marcu, 1933, ano 
[uation Marcu, 1934! 
er cen er cent 
of ‘the : P change change 
osevelt from par, from old par, 
educed March, 1933 March, 1934 
United Non-gold nations 
ue of Australia $4 $2.7273 —44.0 $4 .0586 —16.6 
andard Canada 1.00 8352 —16.5 .9979 0.2 
Japan -4985 .2126 —57.4 .3001 —39.8 
merce Sweden . 2680 .1819 —32.1 . 2626 — 2.0 
cessary United Kingdom 4.8666 3.4328 —29.5 5.0939 4.7 
be: 4 Gold standard nations 
iber of Belgium .1390 1398 0.6 .2330 67.6 
if cur- France .0392 .0394 0.5 .0658 67.9 
Germany . 2382 .2385 0.1 .3966 66.5 
Italy .0526 .0514 —2.3 0858 63.1 
ase of Netherlands 4020 4036 0.4 6730 67.4 
¥ Switzerland .1930 .1937 0.4 3229 67.3 
osition 
ailliae 7 1 Quotations taken from Federal Reserve Bulletin, April, 1934, p. 241. 


2 Averages of daily quotations based on noon buying rates for cable transfers in New York. 


them- 

1 com: i ) exchanges would stimulate the export trade of the United States. In the 
tariffs, |} following discussion an attempt will be made to analyze what the effect of 
(those |) devaluation was on the foreign trade of this country. 

nt, of Both the export and import trade of the United States suffered declines 
em @ for each year from 1929 through 1932. The value of exports (including 
ion in & ) reéxports) declined from $5,241 millions in 1929 to $1,611 millions in 
uation : 1932 and the value of general imports declined from $4,400 millions in 
lar can § 1929 to $1,323 millions in 1932. In each case the value declined to a greater 
dollar | extent than the quantity of the exports and imports as is shown by the 
place. . following index numbers of value and quantity. It is of interest to note that 
oren § while the value index of goods exported and imported declined by ap- 
nits in 


proximately the same percentage (69.3 per cent as against 69.9 per cent), 
the declines in the quantity indexes of exports and imports showed no such 
close relationship. The volume of goods exported from the United States 
declined by 47.7 per cent, but the volume of goods imported into the 
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TaBLeE III 
InDEx Num \ AND Quantity OF MERCHANDISE Exports AND 
Imports, 1929-1932! 
3-25 average= 100) 
Exports Imports 
Quantity Value Quantity 
index index index 
1929 115 | AR 113 131 
1930 169 79 111 
1931 R90 54 98 
1932 69 3 79 
Per cent decline 1929-1! 47.7 69.9 39.7 


1 Data taken from | 
Trade with World, 1934 


; Department of Commerce, 


IV 
INDEX NuMB! E AND Qi 
IMPORTS, 1932-1934)! 


25 average= 100) 


Summary of United States 


ANTITY OF MERCHANDISE EXPORTS AND 


ports Imports 
Duantity Value Quantity 
index index index 
1932 35 69 34 79 
1933 7 69 37 86 
1934 74 43 86 
Per cent rise 1932-1934 34 4s2 26.5 8.9 


1 Data taken fro 
Trade ith rid, 19S 


depreciated curren 


; Department of Commerce, Summary of United States 


| hence got more physical units of goods for our 


money.° 
By devaluation it hoped that both the value and quantity of exports 
* During 1932 and t 35 per cent (in value) of our imports came from four 
leading nations, each 1 depreciated currency: Canada, Japan, Brazil, and the 
United Kingdom. The lepreciation in the case of Canada was approximately 10 pet 
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ate that | would be increased and the volume of cheap imports decreased. By making 
number | our money cheaper it would buy less of foreign goods, and at the same time 
‘be ex. | our cheaper monetary unit would induce foreigners to buy more American 
Ns with goods. In this respect the following data, presented in Table IV, are of 
interest. They show that by the end of 1934 both the quantity and value of 
exports and imports rose from the low point reached in 1932, but that the 
) per cent rise in value was much greater than in quantity. Furthermore, they 
show that the increase during this period in the value of exports exceeded 


TasBLe V 
Montu_y Exports AND Imports oF MERCHANDISE, 1932-1934! 
sntity (Millions of dollars) 
dex 
= Exports Imports 

| 1932 1933 1934 1932 1933 1934 7 

) january 150 121 172 136 96 136 
February 154 102 163 131 84 133 

).7 March 155 108 191 131 95 158 
April 135 105 179 127 88 147 

ed States May 132 114 160 112 107 155 
June 114 120 171 110 122 136 
July 107 144 162 79 143 127 
August 109 131 172 91 155 120 
September 132 160 192 98 147 132 
October 153 193 206 105 151 130 
November 139 184 195 104 129 151 
December 132 193 171 97 134 132 

Total 1,611 1,675 2,133 1,323 1,450 1,655 

ntity ! Data taken from United States Department of Commerce, Summary of United States 

wy Trade with World, 1934, p. 11. 
by almost 9 per cent the increase in the value of imports. Although the per 
cent increase in the quantity of imports exceeded somewhat the increase in 
the quantity of exports, it is to be noted that the increase in the quantity 

9 of imports took place during 1933, the quantity of imports remaining 

Thin. unchanged for 1934. The increase in the volume of exports, on the other 
hand, occurred during 1934, the quantity of exports having remained the 
same during 1932 and 1933. The significance of this can better be under- 

of our stood with the aid of the following data. 

The rise in the value of imports began in May, 1933, and was accom- 
xports panied by an increasing volume of imports as shown by the index of quan- 
“on tity (Table IV) which rose from 79 in 1932 to 86 in 1933. In 1934 the 
seal the total value of imports rose by about $200,000,000 over the total for 1933, 
: 9 but the quantity index still remained at 86. The explanation of this lies in 
in 


the fact that after it became evident, in the spring of 1933, that the dollar 
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was likely to depreciate there was a great stimulus to import goods while 
the dollar still had a large purchasing power abroad. Importers hurried to 
stock up before the dollar depreciated too greatly.” After devaluation, which 
became effective on January 31, 1934, there was no longer a stimulus to 
import beyond current needs, and while the value of imports rose their 
volume remained the same as in 1933. 


TABLE VI 
Per Cent CHANGE IN 1934 VALUE or Exports as CoMPARED TO 1933 VALUE FoR Variots 
IMpoRTANT Nations! 
(Per cent change fo: h country calculated on basis of currency values) 
Per cent change 1934 over 1933 
United Stat +27 
Canada +23 
Belgiun — 4 
Denmark — 1 
France — 3.5 
Germany —14 
Italy —14 
Netherland —2 
Norway + 3 
Poland + 2 
Sweden +20 
Switzerland —1 
United Kingd + a9 
China —12 
Japan +16 
Argentina +28 
Brazil +23 
Chile +49 
Mexico +82 
1 United States D t of Commerce, Summary of United States Trade with World, 


1934, p. 2. 


On the other hand, exports showed no great tendency to rise during 
1933. Although their value increased somewhat during 1933,° the quantity | 
index remained unchanged from that in 1932. This was in part due to the 


fact that there was no great inducement for foreigners to buy American 
goods while the dollar was depreciating, and there was the expectation that 
the further depreciation of the dollar would make American goods still 

"“The rapid decline in t xchange value of United States currency stimulated heavy , 
buying from abroad in ipation of further depreciation.” United States Department of 
Commerce, The Balance International Payments of the United States in 1933, p. 9. 

*“Exports of certain ommodities were stimulated by the speculative rise in their 
prices which for a time re than offset the depreciation of the dollar.” United States De- 
partment of Commerce, The Balance of International Payments of the United States im 
1933, p. 9. 
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cheaper. As a result foreigners tended to withhold their purchases. After 
devaluation there was no longer any reason for withholding purchases, and 
with the inducement of a cheaper dollar foreigners increased purchases so 
that both the value and quantity of exports rose. 

The United States Department of Commerce has made certain calculations 
which show the increase in exports of various nations during 1934 over 
the export values of 1933. In every case, with the exception of certain Latin 
American countries, the increase in the value of American exports exceeded 
the increase in exports of other important nations. The data are summarized 
in Table VI. 

The Department of Commerce states that ‘‘from a rough comparison of 
the changes in the values of exports of these countries with changes in 
their respective internal price levels, it appears that the quantity of United 
States exports increased more than the aggregate quantities exported by 
other countries, and, therefore, that we supplied a larger proportion of the 
world’s imports than in 1933.”® These increases occurred even though 
numerous exchange and trade restrictions which have characterized inter- 
national trade during recent years still existed and tended to curtail the 
free movement of goods between nations. 

Not all the gains in the foreign trade of the United States since the spring 
of 1933 can be attributed to the depreciation of the dollar. In part the 
increased trade was the result of the expansion of industrial activity, both 
in the United States and abroad. How great a factor devaluation of the 
dollar was in reviving our export trade it is difficult to say. 

The data for merchandise exports and imports during 1935 tend to show 
that devaluation has become a lesser influence than during 1933 and 1934. 
Exports for 1935 totaled $2,282 millions as against $2,133 millions for 
1934. This represented an increase of only 7 per cent over 1934. Imports, 
however, for 1935 were $2,047 millions as compared to the 1934 total of 
$1,655 millions; a gain of 23.7 per cent.’° Though the cheaper dollar may 
have induced foreigners to purchase from us during 1935, they were not 
induced to buy much more than they bought in 1934. On the other hand, 
in spite of the fact that the dollar had a smaller purchasing power abroad, 
Americans bought considerably more goods from foreigners during 1935 
than in 1934. The gain in imports was widespread, as the majority of com- 
modities were purchased in larger volume and value during 1935 than in 
1934. Imports of wool were nearly double those of 1934, and exceptional 
gains were made in imports of meat products, hides and skins, tin, nickel 
and copper, burlaps, and raw silk. 

It had been hoped, by the sponsors of devaluation, that the depreciation 


* United States Department of Commerce, Summary of United States Trade with World, 
1934, p. 2. 


" Monthly Summary of Foreign Commerce of the United States, December, 1935, p. 3. 
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of the dollar would result in an increase in the crude material and crude 
foodstuff exports. In respect to the value of such exports the hope was in 
part fulfilled, but the volume of such exports, contrary to the hope and 
expectation, declined. The greatest gains, in respect to both value and 
quantity, were made by semi-manufactures and finished manufactures. This 
is shown by the data presented in Table VII. 

Most of the decline in the quantity of crude material exports resulted 
from the severe reduction in the exports of cotton, our chief export com- 


modity. Cotton exports declined from an average of 4,328 million pounds 


TaB_e VII 


INDEXES OF CHANGES I} VALUE AND Quantity oF Unirep States MERCHANDISE 
Exports, 1932-1934! 


Per cent change 
1932-1934 

Crude materials | 

Value 39 45 49 +25.6 

Quantity Lis 113 94 —18.3 
Crude foodstuffs 

Value 15 18 —35.7 

Quantity 9 32 34 —42.4 
Manufactured foodst if 

Value 6 27 29 +11.5 

Quantity 49 47 — 6.0 
Semi-manufactures 

Value ) 39 56 +75.0 

Quantity 55 64 81 +47.3 
Finished manufactur 

Value 3 38 54 +42.1 

Quantity 61 64 84 +37.7 

1 United States D of Commerce, Summary of United States Trade with World, 


1934, p. 13. 


per year during the period 1926-1930 to 3,149 million pounds in 1934— 
a reduction of 27.3 per cent in the quantity exported. The quantity of cotton 
exported during 1934, notwithstanding devaluation, was smaller than for 
any year since 1923. This reduction in the volume of cotton exports is to be 
attributed to the higher prices for cotton which resulted from the crop cur- 
tailment program of the Agricultural Adjustment Administration, the 
government policy of making loans on cotton, and the drought. As a result 
of these influences, the price of American cotton has been placed above 
the world price and has caused a falling off in the foreign demand for 
American cotton. 

Other agricultural commodities likewise suffered declines in the quan- 
tities exported as compared with exports in 1932; some few showed a slight 
improvement. Shipments of meat products were larger in volume, but the 
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total volume of packing-house products exported declined." The volume 
of unmanufactured tobacco exported showed a moderate increase. The 
volume of crude petroleum and copper exports showed important gains. 

Important gains in both the quantity and value of the exports were made 
by automobile exports (passenger cars aud trucks exported in 1932 num- 
bered 66,404 units and in 1934 numbered 237,880 units), by exports of 
industrial, agricultural, and electrical machinery, by iron and steel mill 
products, by petroleum products, and by chemicals and related products.’* 

It is important to note that there has been a tendency, in the revival of 
our export trade, for the greatest quantitative gains to be made by those 
products whose domestic prices have gone up least, while little or no gain 
in volume is to be recorded for important commodities whose domestic 
prices have gone up most. In this connection the following statement is of 
significance: “While the average export price of cotton advanced 34 per 
cent from 1933 to 1934, the average unit value of automobile exports 
showed little change. The number of passenger cars and trucks exported 
increased 120 per cent in this period as contrasted with the decline of 30 
per cent in the quantity of unmanufactured cotton exports. Thus, again the 
statistics of 1934 serve to emphasize the importance of price changes and 
price relationships in international trade.”’"* 

Although some seemingly strange results in regard to our foreign trade 
appear to have followed in the wake of our depreciating and devalued 
dollar, it is safe to say that the export trade of the United States has, on the 
whole, been stimulated by the devaluation policy. 

Although it does not appear to be possible to state with any degree of 
accuracy how much of the increases in domestic prices and in American 
export trade were due to the policy of devaluation, the conclusion does 
appear to be warranted that devaluation aided to a considerable degree in 
reversing the downward movement of prices and reviving our export trade. 
To this extent it has contributed to the recovery movement. This conclusion 
is contrary to the view held by many of the opponents of the gold-buying 
policy at the time of its inauguration. 

NATHAN L. SILVERSTEIN 

Indiana University 

" Relative to the decline in the volume of agricultural exports during 1934 the following 
statement is of interest: ‘In the case of agricultural products, the great reduction in 1934 
crops resulting from the drought together with the crop restriction program of the Agricul- 
tural Adjustment Administration in some cases eliminated exportable surpluses, and in some 
cases caused prices of agricultural products in the United States to rise to such an extent 
that some shift of foreign demands to other exporting countries.occurred, despite the reduced 


cost of dollars abroad.” Twentieth Annual Report of the Federal Reserve Bank of New 
York, 1934, pp. 6-7. 


“For data on quantity and value of leading exports cf. United States Department of 
Commerce, Summary of United States Trade with W orld, 1934, pp. 16-19. 


“United States Department of Commerce, Summary of United States Trade with 
World, 1934, p. 4. 
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THE INTERNATIONAL ACCEPTANCE MARKET 


The international acceptance has been developed principally as a means of financing 
short-term debts in international trade. Before the war, the largest acceptance market was in 
London, mainly for ‘‘natural’’ reasons. Here the banking system depended on this market to 
a considerable extent for the investment of short-term funds; and acceptances greatly 
facilitated the regulation of the international balance of payments by the Bank of England, 
After the war, attempts were made in Paris and New York to build up local acceptance 
markets in order to obtain the same alleged advantages. But international competition for 
acceptance business is in danger of destroying the very advantages which it seeks to obtain. 
Experience since 1929 has been particularly discouraging, especially in connection with the 
competitive extension of short-term credit to Germany. The so-called “‘liquidity”’ of the 
acceptance in the domestic market has been shown to be a dangerous illusion in English 
experience (as might have been expected from theoretical analysis) ; and recent financial 
history suggests that this is no less true in the international sphere. If central banking policy 
can draw the moral from this successfully, there appears to be little probability of any further 
extension of the number of local acceptance markets seeking international business, or of the 
degree of competition between the existing ones. 

Before the war, the facilities offered by the London money market for the 
financing of international trade were practically unrivalled. It was not with- 
out justification that London was described as “the clearing house of the 
world’”’ and the sterling bill as a form of “international currency.” Several 
important trading countries however, felt it undesirable that their foreign 
trade should be financed so largely through London; and in Germany in 
particular, the banks themselves took active steps to popularize mark ex- 
change for the settlement of debts incurred in the course of German foreign 
trade. So far as acceptance business is concerned, the chief threats to Lon- 
don’s dominant position in the international market since the war have come 
from New York and Paris. This article is concerned with some effects of 
this development. 

The custom of banks accepting bills drawn against commodities in inter- 
national trade arose primarily because the substitution of the name of the 
bank for the name of the buyer of the goods at once made the acceptance a 
marketable security. The system is a convenient one for exporters, who 
receive immediate payment; for importers, who need not pay until the goods 
arrive and can often (through trust letter facilities) obtain physical posses- 
sion before payment; and it is also convenient for the banks. The bank 
negotiating the bill originally makes a profit from the difference between 
the negotiating rate and the rate at which it can rediscount the bill in the 
accepting center; and the bank accepting it may consider almost the whole 
of the commission which it charges as profit, since the business needs prac- 


* This was partly sheer protectionism. Frenchmen thought they could “save” 300 million 
francs a year (cited in P. Vigreux, Credit par Acceptation, p. 260) if they had their own 
acceptance market. Germans objected to the 3-314 million marks said to be the annual 
gross profit of English banks from the mediation of payments between Germany and other 
countries (cited in P. B. Whale, Joint Stock Banking in Germany, p. 91). This merely 
suggested that the acceptance business was a business of comparative advantage in England. 
But foreign banks were commonly suspected of transferring business to their own nationals 


by unfair methods. 


296 A. S. ]. Baster 


Tune 


tic 
pl 
cel 
in 
sh 
the 
on 
tri 
as 
m 
ta 
ca 
m 
in 
4 Sd 
th 
if 
€ 
t 
4 


International Acceptance Market 295 


tically no working capital once it is started, the bill being met from funds 
placed in the hands of the acceptors just before maturity date. In the money 
center on which it is drawn, the acceptance will probably be a short-term 
investment for deposit bankers, who normally require large quantities of 
short-dated and “‘self-liquidating” securities. And as the market develops, 
there is the important advantage that it will enable banks to borrow from 
one another without direct dealings. 

Central bankers and financial authorities in economically developed coun- 
tries not already provided with a ‘‘natural”’ acceptance market have usually 
assumed an artificial one to be very desirable. Bank acceptances are com- 
monly thought of as a high-grade investment; and central banks can under- 
take open-market operations in them without disturbing the long-term 
capital market or the government credit by large-scale dealings in govern- 
ment bonds. The bank rate becomes a more effective regulator of the 
international balance of payments—a rise attracts foreign short-term de- 
posits to support the acceptance market, and at the same time discourages 
any further drawings and subsequent pressure on the exchanges through the 
sale of the bills. If the central bank offers itself as a “lender of last resort’ 
against acceptances in time of need, it can exercise control over rates in the 
market and over the form and the quality of the paper it deals in. 

A plausible case can thus be made out on some such general grounds as 
these for building up an acceptance market as part of the banking system 
in any country where foreign trade is important and where the banks have 
widespread international connections (the local banks having foreign 
branches and foreign banks heavily represented in the home center) with 
names well known in the ports and marts of the world. Thus bills drawn on 
them are easy to negotiate wherever there is a cheap and broad market for 
short-term loans to finance the acceptances during their currency, and wher- 
ever there are stable exchange rates on the drawing centers, so that nego- 
tiating bankers overseas can make sure of their profits on rediscounting. 
These conditions were well satisfied in London before the war, and continue 
to apply to a large extent. For special reasons, it was felt desirable to 
reproduce them in Paris and New York. In Paris, large French balances were 
repatriated after the stabilization of 1928, at a time when fresh long-term 
lending abroad was still unpopular, and the gold inflow was causing 
unfavorable criticism abroad. The policy of the Bank of France was that 
“every measure which is calculated to extend the range of the Paris market 
will receive the unreserved support of the Bank.”? In 1929 the Bank 
announced measures “‘to extend the traffic in international acceptances drawn 
in francs,” including permission to rediscount under repurchase agreements,* 
the object being ‘the creation and growth in France of a large international 


* Annual Report of the Bank of France, 1930. 
* Annual Report of the Bank of France, 1929. 
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acceptance market and thus to prepare Paris for the more extended rdc 
which henceforward it can and should assume.” In New York, the special 
objects were to free the commercial banks from excessive reliance on call 
loans on the stock market as a first-line reserve, and to improve the control 
of credit by the federal reserve system. A local factor of some significance 
was that the dealers in acceptances, as new recruits to the money market, 
could be allowed to deal directly with the federal reserve system without 
raising complaints from the banks about “‘state-aided competition.” Ac. 
ceptances thus became an important means of open-market operations by the 
system. Their particular advantage as against securities for this purpose was 
that they were acceptable as reserve against federal reserve notes, and any 
purchases of acceptances therefore increased the “free gold” of the system, 
These were points of no great fundamental importance. The impression 
persists that, both in Paris and New York, efforts were made to supply 
acceptance facilities and build up a market for incidental advantages which 
had little to do with the permanent suitability of the money market at each 
place for this kind of business. 

As compared with London figures, the acceptances outstanding in Paris 
and New York show phenomenal increases in the last few years, which were 
not however maintained (see Table I). It is clear that some particularly 
strong support must have been given to the new markets for them to have 
shown such expansion in face of no very clear “natural” competitive advan- 
tages. And their subsequent relapse raises the question whether the condi- 
tions of international competition in this business will return to what they 
were before this support was offered. 

In Paris, the support was partly adventitious. In January, 1928, the 
prohibition on capital exports was formally lifted, and in June the gold 
standard was formally reéstablished. In December, 1929, the tax on ex- 
change operations was abolished. Direct help was given by the government 
when it reduced the stamp duties on bills drawn from abroad on France, 
and on bills drawn from abroad on another foreign country and negotiated 
in France; as also when it permitted the Bank of France from June, 1928, 
to deal in acceptances for account of foreign banks of issue. The Bank of 
France itself helped to support the market by its facilities for repurchase 
agreements and late rediscounts. And a special institution, the Banque 
Francaise d’Acceptation, was created by a group of French and foreign 
bankers in Paris (supported also by the Bank of France) whose statutory 
task was “‘to facilitate the granting of credit in France and abroad to 
commerce and industry by means of acceptances.” One semi-official accept: 
ance bank, the Banque Nationale Francaise du Commerce Extérieur, had 
already been started ten years before, in 1919, with a considerable subsidy 
from the government. But it undertook the finance of foreign trading trans- 
actions only where one of the parties was French. The new institution, with 
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role I.—Torat Bank Acceptances AT Enp oF YEAR (MILLIONS) 
Pecial (Exhibiting Trends in Each Center) 

call 

yntrol Center 1927| 1928 1929 | 1930 | 1931 | 1932 1933| 1934 1935 
cance Lene! (pounds)....... 241 328 294 2584 185 | 150 | 150 | 168 ; 162 
arket Paris? (francs)...........] 459 | 1,348 | 1,959 | 2,024*| 1,248 | 627 | 573 | 436 | 770 
| , New York® (dollars)... .. 864 | 1,095 | 1,426 | 1,244 708 | 480 | 487 | 350 | 287 
thout 

Ac- 

the CHANGES IN TRADE Since 1929 

e was (League of Nations Indices of Value) 

d any 
i | 1929 | 1930 | 1931 | 1932 | 1933 | 1934 | 1935 
2ssion in nemo of 100 | 81 | 58 | 39 | 35 | 34 | 34 
upply In terms of sterling................. 100 81 62 54 52 55 58 
vhich 


1 Calculations of R. J. Truptil, British Banks. Almost all foreign trade acceptances. 
each 2 Calculations of Madden and Nadler, International Money Markets. Almost all foreign 
trade acceptances. 
: 3 Returns published by American Acceptance Council, excluding “domestic shipment” and 
Paris “domestic warehouse.” 
were ‘ There is some check on these figures for 1930. H. W. Greengrass, The London Discount 


ilarly Market, p. 8, gives 300 million pounds for London. Du Velay, managing director of the Banque 
Frangaise d’Acceptation, gives 314 billion francs for Paris, European Finance, April 4, 1930. 
have BP MG. Myers, Paris as a Financial Center, p. 179, gives 4,800 million francs for all banks in 
dvan- Paris. Madden and Nadler’s figure covers 6 credit banks, 3 investment banks and the Banque 
ondi- Francaise d’Acceptation, and gives a rough indication of trend. Owing to amalgamations and 
they changes in the preparation of bank balance sheets, more exact estimates are not possible. 
much wider support from the banking community, waived this limitation, 
, the [) as it was expressly intended to make a bid for international acceptance 
gold J business. By 1931 nearly 70 per cent of its acceptances covered trade between 
1 ex- F | two foreign countries.* A new dealing institution, the Compagnie Parisienne 
ment f | de Reéscompte, was created in 1928 by a banking group under the auspices 
ance, — | of the Bank of France, in order to broaden the discount market. 
iated Fe The abnormal circumstances of the world financial crisis are not the only 
928, [ ) cause of the poor success of these efforts, which leave Paris at about the same 
ik of § | level of importance as Zurich, definitely below Amsterdam, and almost 
hase fF) insignificant compared with London or New York. The machinery of the 
nque Paris market is badly organized. While the Bank of France does an 
reign ordinary commercial business at its 600 odd branches and agencies in 
itory | competition with the Grandes Etablissements, banking codperation is apt to 
d to [ » be half-hearted, and the banks to be reluctant to let their own acceptances 
cept’ J | circulate or increase their rediscounts with the Bank of France. It has always 
had [ @ been possible for French banks to offer to accept bills for foreigners, but 
sidy fF % this is obviously not very useful unless the acceptance is assured of a broad 
rans- fF § and easy market for discount. This is lacking in Paris. Bill-brokers there 


with 


*M. G. Myers, Paris as a Financial Center, p. 167. 
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(except the Compagnie Parisienne) do not endorse or guarantee bills as 
they do in London or New York, nor do they hold large portfolios of bills 
as they do in London. There is no practicable short-loan fund for them to 
work on, even if they wanted to do this; interest derived from short loans 
is heavily taxed, and collateral security pledged thereunder can be sold only 
after eight days’ notice to the debtor. The Bank of France has no particular 
interest in encouraging acceptances as a base for open-market operations, 
since these operations are not permitted to it on its own account; neither js 
it at present much interested in the development of a broad short-loan 
market, which would almost certainly provide a standing inducement to 
needy finance ministers to cover their budget deficits in a way which would 
tie up the money market with politics even more closely than now.* Finally, 
Paris has not the prominence in world commerce and finance that London 
and New York have. Doubtless it is possible to increase the French share 
of international acceptance business in the future, but only after very great 
changes have been made in the money market structure and more or less 
costly inducements held out to potential customers for a long period of 
time. 

In New York, much more persistent and successful efforts were made. 
Thus the Federal Reserve act empowered national banks to accept bills up 
to 6 months’ currency, covering imports and exports to the extent of one- 
half of their capital and surplus; and acceptances were admitted to redis- 
count (by member banks with their reserve banks) and purchase (by 
reserve banks from any holder). From the origin of the market there has 
been a persistent redefinition and relaxation of the standards of eligibility 
of acceptances for rediscount,® partly, no doubt, because the list of “self- 
liquidating” transactions was being lengthened by experience, but also, it 
is alleged, for other quite irrelevant reasons, as for example, the fear of 
increased competition from London.’ In 1916, “finance” bills drawn to 
furnish dollar exchange, and trade bills secured by warehouse receipts 
covering ‘‘readily marketable staples” like cotton, coal and cattle were 
made eligible. In the same year bills drawn under the revolving credit of 
$25,000,000 for munitions supplies to France were declared eligible, 
though the perversion of “short-term” acceptance financing thereby was 
obvious. In 1917, unsold goods could be validly made the subject of an 
eligible acceptance; in 1921 mere consignments to foreign countries were 
admitted; and in 1927 the acceptance was ruled to be eligible even if made 
after the goods had reached their destination (thus effectively separating 
the acceptance from the transaction it was intended to finance). 


*This attitude may alter as a result of the changes in the management of the Bank 
foreshadowed in the legislation of July, 1936. 

* Cf. B. H. Beckhart and others, The New York Money Market, vol. iii, ch. 10. 

* Beckhart, op. cit., p. 315 
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Is as These tactics were unquestionably successful in creating acceptances. But 
bills it was more difficult to create a market for them outside of the accepting 
M to banks. If the banks and accepting houses discount and hold their own 
Oans acceptances—the common practice in New York—the advantage of sub- 
only jecting these bills to the constant scrutiny of the market is lost, and the 
“ular whole transaction becomes little better than a straight loan. But there was 
ions, normally little inducement for banks to help the market to relieve them by 
er is lending funds to it, because of the superior attraction of the call loan market 
loan on the stock exchange; and there was no advantage for brokers to borrow at 
it to ordinary high call rates, since the rate at which they dealt in bills had to be 
ould higher still to compensate them, and often higher than customers (and 
ally, especially foreigners to whom London facilities were accessible) could be 
don expected to pay. The ways adopted out of this impasse were (a) for the 
hare federal reserve system to provide a temporary refuge for acceptance dealers 
teat by buying their bills from them under resale agreements (a 90-day contract 
less for resale, discount being deducted in advance) when their working capital 
1 of was being attracted away to the stock market, and (b) for the federal reserve 
system to stand ready to buy bills at any time at “charitable” rates, generally 

ade. less than the ordinary rediscount rate. These devices kept the acceptance 
§ up market in continuous operation, though stock speculation occasionally made 
one- FF the existence of the acceptance dealer a little precarious (see Table II). 
dis —  —‘iIt is clear that New York eventually secured a large share of the inter- 
(by national acceptance business, and built up a market for it. But it is doubtful 
has whether this is the kind of market which the framers of the Federal Reserve 
ility act intended it to have. In good times, with most banks under pressure to 
self- accept owing to low reserves, natural forces would pull discount rates so 
», it F high that competition with London would be much less successful. The 
1 to Tas_e I].—Ho.pers or AMERICAN AccEPTANCES, DECEMBER 31, 1927-1935! 
ipts (Million dollars) 
vere 
+ of 1927 | 1928 | 1929 | 1930 | 1931 | 1932 | 1933 | 1934 | 1935 
ble, i Federal reserve banks (on own ac- 
was ant 390 | 487 | 390 | 327 | 305 —| — 
>) Federal reserve banks (for foreign 

228 | 324 | 547 | 439] 251] 40) 4] 1] — 
vere Accepting banks................. 104 | 75 | 191 | 371 | 262 | 604 | 442 | 497 | 368 
ade Dealers and others............... 356 | 396 | 602 | 417 | 156 | 62] 190 | 46) 29 
Ing E Source: Returns of American Acceptance Council. 

' +) market has to be nursed by the federal reserve system. In bad times, with 
an 


cheap short money, dealers can hold their own with the stock exchange 
without support from the system, but can often be undercut by direct loans 
(which save the acceptance commission) and are embarrassed by the short- 
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age of bills, which drives rates below the point of profitable investment for 
outsiders. The New York dealer can hardly justify himself as a buffer 
between the commercial banks and the Central Bank as in London, because 
the federal reserve system hesitates to squeeze him, knowing his precarious 
position. Thus the system cannot rely primarily on acceptances for open- 
market operations or on its buying rate for purposes of credit control; and 
its concern for the dealers is supposed sometimes to have “jeopardized the 
fulfillment of more important policies.”’* 

To all this it may be replied that the acceptance business in both Paris and 
New York is an “‘infant’’ industry, and that a degree of financial protection- 
ism is necessary for some time to start it properly. During the period of 
protection it will be enabled to offer competition to established centers like 
London by means of more or less costly subsidies and supports which it 
could not count on naturally. But the kind of competition which has oc- 
curred in the international acceptance market in the last few years has 
produced effects which cast some doubt on the wisdom of these tactics. 

In part, competition has taken the harmless form of drastic cuts in 
acceptance commissions between different firms. But it has also involved the 
much more serious practice of competitive lowering of standards between 
different monetary centers. The drawbacks of a competitive granting of 
credit, long alleged to be a weakness of ‘‘free” banking, are here repro- 
duced on an international scale, the added disadvantage being the risk of 
disequilibrium in the balance of payments. Although it is difficult to secure 
citable evidence (as only the federal reserve system of the world’s chief 
central banks publishes detailed eligibility rules), there seems no doubt that 
the lowering of standards due generally to increased international competi- 
tion and especially to the relaxation of American eligibility rules, caused 
acceptance facilities to be extended to Germany before 1931 on a scale which 
would not have been reached under pre-war rules. London in particular 
was obliged to follow American standards in order to retain business. Lon- 
don banks began, for instance, to open large amounts of reimbursement 
credits in blank for German banks covering German “exports” (the London 
bank seeing no document of title to the goods) ; London acceptance credits 
were opened against goods stored in warehouse, and against bills in course 
of collection (7.e. with no recourse on the buyer of the goods) . Credits were 
renewed without any check on the transactions covered until they lost their 
short-term character. According to the Basle Report (which disregarded 
debts of less than RM 50,000), total foreign short-term investment in 
Germany increased from RM 4.1 millions in December, 1926, to a maxi- 

*S. E. Harris, Twenty Years of Federal Reserve Policy, vol. i, p. 332. 

* This was widely suspected, even before the crisis. Cf. evidence of R. H. Bean, secretary 


of the American Acceptance Council, at Hearings on S.R. 71, “Operation of National and 
Federal Reserve Banking Systems,’ 1931 
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mum of RM 11.7 millions in December, 1929. By July, 1931, the total 
had fallen to RM 8.0 millions of which RM 5.1 millions was due from 
German banks. Banks owing about 85 per cent of this supplied the figures 
for Table III.*° The importance of bank acceptances is clear. These were 
bills drawn by German banks on New York, London and other centers, 
typically unaccompanied by documents of title to sold goods in transit 
(except for import bills), but based merely on the undertaking of the 
German bank that they covered short-term transactions. The higher share 
of American banks (in which the interior banks held a large interest) 
is significant. 

The declaration of the moratorium, the standstill agreements, and the 
regulation of the German exchange now put the “‘liquidity” of the inter- 
national acceptance to a severe test. It is difficult to resist the conclusion 
that the creditor banks fared better than they deserved, and were able to 
withdraw their short-term loans as rapidly as they did partly at the expense 
of long-term creditors, who eventually had to accept a transfer moratorium 
on long and medium debts in June, 1933 (Table IV). Many of the short- 
term creditors (particularly the Americans) chose to cut their losses and 
accept payment at heavy discounts in registered marks. British creditors 
fared exceptionally well after September, 1931, because their German 
debtors seized the opportunity of paying off sterling debts at favorable 
rates of exchange. American creditors had the same experience after March, 
1933. The losses incurred by individual banks can be gathered only from 
gratuitous information supplied in their reports and it will probably be 
some time before the full tale cam be known, as several of the banks have 
accepted repayment in long-term securities blocked for 5 years under the 
so-called Swiss clause of the standstill agreements. Repayment in registered 
marks, which could be sold immediately, has involved losses up to 50 
per cent. 

From the point of view of this article, the moral of the German 
short-term credit crisis seems to be that the competitive scramble on the 


” The geographical distribution given is only approximate. Acceptance credits are occa- 
sionally available in one center and financed in another. 

"In 1934 the Chase Bank reported reductions in “German commitments of every kind” 
from $115,980,000 in 1930 to $34,949,000 in 1933, “at an average discount of slightly over 
6 per cent.” In 1934 a reduction to $18,976,000 was reported at an average discount of 
32.1 per cent. The Bank of the Manhattan Company reduced its total German commitments 
from $19,549,000 in 1933 to $11,846,000 in 1934, losing $2,541,000 in the process, of 
which $2,393,000 was for “losses sustained in converting into other currencies registered 
reichsmarks accepted in payment of dollar obligations and in allowing discounts for repay- 
ments made in other currencies than reichsmarks.” Very large reductions have been reported 
by other banks (without particularizing losses). The French credits of 1931 were wiped off 
by 1935 (Report of Feb. 20, 1936, of Banque Francaise d’Acceptation) by which time the 
—_ credits had already been reduced to below pre-war level (London Economist Feb. 
24, 1934). 


for 

fer 

LUSE 

Ous 

and 

the 

and 

ion- 

1 of 

like 

h it 

‘ 

has 

sin 

the 

een 

of 

hief 

that 

sed 

hich 

ular 

on- 

ent 

don 

adits 5 

urse 

ere 

heir 

ded 

tin 

etary 

| and 


3()2 A. S. ]. Baster [June 


art of the several international money markets to provide themselves 
with their ‘‘due” share of ‘‘self-liquidating’’ short-term securities in the 
shape of acceptances has largely defeated its own object. Eligibility stand- 


Liasivities or Certain German Banks, Mip-Juty, 1931! 
(Million marks) 


| 


Foreign tr 
Per cent gn trade 


Creditors ahi lips 
liabilities acceptances 


United States ,62 37. 1,241 
England... ,05 3. 700 
Holland 33 105 
France. 7 157 
Switzerland 189 
Others. . . 


2,393 


Totals 


1 Source: Basle Report. 


TaBLe IV.—DEVELOPMENT OF GERMAN ForEIGN INDEBTEDNESS! 


(In billion marks at exchange rates then current) 


Feb., 1932 Feb., 1933 Feb., 1934 


Short-term ern 
including stillstand 
Long-term debt 


Total 


aND DesT—Torat LINnEs 


(Million marks) 


United States 2 067 1,808 
England... 1,547 990 
Holland... 1,043 875 
Switzerland 1,000 925 
France 265 252 


Others. . 358 190 


Total... 5,040 


1 Data from Wirtschaft 
ards, which in the last analysis are nothing more than limitations on 
quantity, showed a progressive deterioration under competition, and would 
have caused very serious losses to the banks under free conditions. 

A further consequence of the growth of competitive international ac- 
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ceptance markets is the greater ease with which short-term funds can be 
moved from one center to another, bank bills providing first-grade short- 
term securities in each center and facilities for discount permitting quick 
movement of funds. Increased facilities for fugitive foreign balances, at a 
time of general financial distrust as after 1930, are by no means an unmixed 
blessing.’® If the facilities exist in only one dominant center (as in London 
before the war) the local central bank can produce considerable effect 
on the balance of payments by the use of its discount rate. But as soon 
as it has to share this position with competitors, there is likely to be gen- 
eral financial instability. At present the principal financial centers are so 
interlinked by branch banks and close agency arrangements that small 
changes in rates are sufficient to detach lenders (depositors) and borrowers 
(seeking acceptance facilities) from one center to another. Ease of move- 
ment for short-term funds also encourages the increased use of the gold 
exchange standard, whereby small central banks wishing to save the ex- 
pense of gold reserves and large ones seeking to stem further gold imports 
may keep reserve balances in a foreign gold center. If credit policies are 
determined by gold reserve ratios, the same gold will serve for credit ex- 
pansion in two centers. But it is doubtful whether this system will again 
find favor after the losses caused by the British abandonment of the gold 
standard.’* Exchange balances were repatriated from New York," and 
one of the principal props of the American acceptance market—namely, 
federal reserve buying for account of foreign central banks'’—was re- 
moved. 

Unless financial authorities show a complete indifference to the lessons 
of past experience, it is difficult to believe that there is much of a future 
for the further development of the acceptance market anywhere. The 
illusion of the “liquidity’’ of the acceptance for internal purposes has 


"Cf. Annual Reports of the Bank for International Settlements from 1932 onward. The 
B.LS. figures for total international short-term indebtedness at the end of each year are: 
1930 70 billion Swiss francs 
1931 45 
1932 39“ Riek: 
1933 32 ; 
1934 29 

* Foreign central banks with large sterling balances suffered heavy losses if they remained 
on the gold standard. The Netherlands Bank lost Fl. 29,889,408 on £10,761,000 (about 
11 times its capital) ; the Bank of Java lost Fl. 6,000,000; the National Bank of Belgium 
lost Fes. Belg. 600,000,000 on £12,643,000, and the Bank of France Fr. Fes. 2,342,000,000. 
Madden and Nadler, International Money Markets, p. 438, and Le Branchu, Essai sur le 
Gold Exchange Standard, p. 87. 

“The Balance of Payments published by the U. S. Department of Commerce shows 
estimates of the total short-term indebtedness to foreigners of $3,037 millions at the end of 
1929 and $487 millions at the end of 1933. 

* See Table II. 
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been severely shaken several times in English financial history’® and has 
been satisfactorily disposed of by theoretical analysis.‘7 Since the depres. 
sion, experience has shown that its liquidity for international purposes 
has in crucial cases been maintained only by concerted pressure from bank- 
ing groups. Acceptance totals outside London have failed to regain their 
1929 importance relative to the total value of world trade. As a method of 
financing international trade, the granting of acceptances involves a certain 
discipline on the part of the trader. With the increased size of international 
trading concerns, larger cash reserves tend to be carried and used to secure 
independence from very formalized banking facilities. Exchange uncertain- 
ties, blocked exchanges and transfer difficulties are a great hindrance at 
present.'® Treasury bills dominate the chief short-term markets, and their 
rates of discount are the principal determinants of acceptance rates. In the 
last few years bill-broking firms have had to perform miracles of adapta- 
bility, both as to their size and as to their rates for doing business in order 
to keep the discount market alive. Under these conditions the outcome 
seems likely to be that each country with a developed banking system will 
tend to finance its own foreign trade and that the competition of inter- 
national money markets for the rest of the business will be more restricted 
than it was in 1930. Even then, some form of international codperation, 
which has been hinted at in American discussions of the problem,’® would 
seem to be desirable to prevent the competitive export of short-term capital 
from reaching dangerous proportions. 
A. S. J. BASTER 

University College , Exeter 

*See accounts in W. T. C. King’s History of the London Discount Market of the 
Overend Gurney crisis and the Baring crisis. Cf. the recent failure of the Anglo-South 
American Bank. 

* F. Machlup, “The Liquidity of Short-Term Credit,’ Economica, August, 1932. “If it 
is attempted to liquidate more short-term capital than the amount of new capital which is 
replaced, the creditors discover that their capital is mot liquid and can only be liquidated 
successively according to the further supply of new capital or according to the shrinkage of 
production.”” General liquidity is an illusion which can be sustained only at the expense of 
catastrophic changes in the structure of production. 

* The forward market is always available against exchange uncertainties (except when 
they are too great!). And forward discounts reduce the cost of acceptance facilities. When 
substantial discounts have appeared on forward dollars in London for instance (as in the 
fall of 1933), it has been alleged that American banks offered acceptance facilities free. The 
American bank would accept a dollar draft, the consignee would reimburse the bank's 
London agent in sterling, and the bank could afford to waive an acceptance commission of 
1 per cent per annum if the discount on forward dollars was such as to yield a little more 
than this, say 114 cents for three months outright. 

* At the Hearings on S.R. 71, there was mention of a “coéperative movement between 
London and ourselves.’ The bankers were impressed with the obvious unreasonableness of 
allowing business to go to London merely because certain accepting banks filed no statement 
with the federal reserve system, or to New York merely because it could be accepted without 
disturbing member bank reserve requirements. 
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AN INCIDENT IN THE LIFE OF ADAM SMITH, COMMISSIONER 
OF HIS MAJESTY’S CUSTOMS 


Adam Smith entered upon his duties as Commissioner of His Majesty's 
Customs at Edinburgh early in 1778. He was then close to fifty-five years 
of age, and at the height of his powers and reputation. Several editions of 
the Moral Sentiments had followed the first publication in 1759, and a 
second edition of the Wealth of Nations was presently to appear. With 
an assured income of £900 a year—two-thirds from his government ap- 
pointments, the other third his pension from the House of Buccleugh—he 
was a rich man in the Edinburgh of his day and fully in position to enjoy 
what he loved most: “his mother, his friends, his books.’’? Yet his accept- 
ance of the appointment greatly disturbed his friends who were fearful 
that the duties of the office would prove “‘sufficient to waste his spirit and 
dissipate his attention.” Be that as it may, it is true that Adam Smith pub- 
lished very little that was new after 1776. Still Dugald Stewart’s statement 
in the Memoir read to the members of the Royal Society of Edinburgh is 
not wholly true. Stewart then said of his friend, ‘“During the first years of 
his residence in this city his studies seemed to be entirely suspended and his 
passion for letters served only to amuse his leisure and animate his con- 
versation.””* For, during those first years he was not only learning “how 
essential practical knowledge was to the thorough understanding of politi- 
cal subjects’’;* but, during this same period, he wrote certain of the sig- 
nificant passages in the text of the Wealth of Nations as it has come down 
to us. These were published first in 79 pages of quarto text, identical in 
format with the first and second editions (and in my own copy of the lat- 
ter bound into the second volume) and subsequently incorporated in the 
text of the third edition when it appeared in three octavo volumes in 1784. 
These ‘Additions and Corrections” published by Strahan and Cadell the 
publishers of the earlier editions, but without a title page, are noted in 
Smith's “‘Advertisement to the Third Edition.” Mainly they had to do with 
Treasury matters: additions to the chapters on “Drawbacks” and “Boun- 
ties,” an entirely new chapter on the “Conclusion of the Mercantile Sys- 
tem,” and an addition to the chapter upon the “‘expences”’ of the sovereign. 
These had been in preparation prior to December, 1782.* Neither the fourth 
nor the fifth editions of the Wealth of Nations, published in 1786 and 
1789, made significant changes in the text. This is not surprising since 
during the latter years Smith, then in poor health, was busy with the re- 


*“These were Smith’s great joys.” John Rae, Life of Adam Smith, page 327, hereafter 
cited as Rae. For a description of the life in Edinburgh, see chapter xxi, “In Edinburgh,” 
a delightful picture of Smith’s social activities during this final period of his life. 

* Transactions, vol. 3, p. 128. 

* Correspondence of Sir John Sinclair, vol. 1, p. 389, quoted by Rae, p. 332. 


“See the discussion in Cannan’s edition of the Wealth of Nations, p. xvi, and the letter 
to Cadell there quoted. 
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vision of the Moral Sentiments which appeared in 1790 shortly before his 
death on July 17 of that year. 

Concerning Smith’s actual activities as Commissioner of Customs we have 
the few amusing anecdotes suggesting his absent-mindedness—these have 
been gathered together by John Rae—and the latter’s brief summaty of 
the general character of the work of the Commissioners, none of whom 
except Smith were men of eminence. Dugald Stewart states that the official 
duties “required little exertion of thought’; but there was a variety of de. 
tails to be administered and to these Smith gave conscientious care.® 

Recently there came into my possession a file of five letters (all in the 
handwriting of clerks but three of them signed ‘“‘Adam Smith” in his usual 
bold signature), having to do with one of these details of administration, 
These papers are at once amusing in themselves and in their sequence, and 
illuminating as showing that the ways of ‘ ‘practical politics” have not 
changed in the nearly hundred and fifty years since Adam Smith died. One 
letter only in the sequence is missing; and, since that is the first, the tenor 
of the contents can be easily reconstructed from the text of the others. The 
missing letter was presumably a letter of instruction or “warrant’’ from 
the Lords Commissioners of the Treasury to “take care of’’ one John Greig 
by giving him a job as a boatman under William Laing who was the Tide 
Surveyor at Newburgh. Just who was interested in the welfare of Greig is 
not apparent, but he was of sufficient importance that the protests of Mr. 
Laing against replacing an experienced boatman by one who had followed 
“country employments’’ was in the first instance overruled by the Commis- 
sioners. They then solemnly reported the facts to headquarters. From this 
point the correspondence speaks for itself. 

First in the sequence comes a copy of Mr. Laing’s initial protest; dated 
August 31, 1782, together with the letter of transmittal forwarding the 
former—'‘for the Information of the Lords Commissioners of the 
Treasury.’ 


Gentlemen, 


Agreeable to your letter to me of August the 20th,—I have made Trial of 
John Greig. And he appears to me to be a well behaved Man, But quite unac- 
quainted with Handling the Oar, Sails or any Article belonging to the Duty of 
a Boatman, and so extremely short sighted, that I realy think he is very unquali- 
fied for this Employment 

At the same time I beg leave to observe to you, That down here in this River 


*“The business of the office was mostly of a routine and simple character: considering 
appeals from merchants against the local collectors’ assessments; the appointment of a new 
officer here, the suppression of one there; a report on a projected colliery; a plan for a 
light-house; a petition from a wine importer, or the owner of a bounty sloop; a representa- 
tion about the increase of illicit trade in Orkney, or the appearance of smuggling vessels in 
the Minch; the despatch of troops to repress illegal practices at some distillery, or to watch 
a suspected part of the port; the preparation of the annual returns of income and expenditure, 
the payment of salaries, and transmission of the balance to the Treasury.”’ Rae, p. 330. 
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We have Strong Gales of Winds, Rough Water, and Strong Floode Tides to 
encounter in Boarding Vessels, which cannot be done with unskilfulness. And as 
Peter Wilson and Alexander Robertson—two of the Best Boatmen are to be 
Superseded, it is extremely necessary for the Service that these men who fill their 
Places should have a perfect knowledge of their Duty, I am 
Gentlemen, 
Your most humble Servant, 
(Signed) William Laing 
Newburgh, August 
31st 1782 
Collector & Comptroller Perth 


Sir, 

In consequence of a Warrant of the Right Honble. the Lords Commissioners 
of the Treasury, dated the 8th of July last, authorizing and requiring us to issue 
forth our Deputation to the therein named John Greig to be an Extraordinary 
Boatman at Newburgh in the Port of Perth; We directed Mr. Laing Tide Sur- 
veyor there, to make Trial of him, and to report whether he is qualified for the 
Duty of a Boatman in the Boat under his command ; and we beg Leave to trans- 
mit a Copy of the Report of the said Mr. Laing, as to Greig’s not being qualified, 
for the Information of the Lords Commissioners of the Treasury. 

We are, 

Sir, 
Your most obedient 
humble Servants 

Jas. Buchanan 
Adam Smith 
Basil Cochrane 

Customhouse Edinburgh 

3d September 1782 

George Rose Esq. 


Two weeks later a further report is forwarded: The Commissioners are 
to be sure of their ground: 


Sir 


Having in our Letter of the 3rd instant transmitted as Copy of the Report of 
Mr. Laing, Tide Surveyor at Newburgh in the district . Perth showing that 
John Greig warranted to be a Boatman there, was not qualified for that employ- 
ment, And the said Greig having appeared before us, and being a Stout Man 
of Middle Age and of Good Behaviour, and having since been made Trial of by 
the Tidesurveyor of the port of Leith, who reports favourably of him, We are 
in hopes that by proper Instruction he may be made fit for the employment to 
which he was appointed, and have therefore directed the said Mr. Laing to make 
further Trial of him for One Month and then to report—The Result of which 
shall be laid before their Lordships. We are, 
Sir, 
Your Most Obedient 
humble Servants— 
Basil Cochrane 
Adam Smith 
Jas. Buchanan 
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Customhouse Edin, 
19th September 1782 
George Rose, Esqr. 


But a month later Mr. Laing promptly insists that he was right at first: 
Gentlemen: 


John Greig has been a month on his Trial, and has behaved himself very well. 
And I dare say he has done all he can to acquire some knowledge of his Duty. 
But altho I have been at some Pains in the Boat with him, I find it has made 
little Impression for the better. Men at his time of life, who have spent so many 
years after Country Employments, acquire knowledge in Boat Matters but slow! 
and at best, but imperfectly. And altho he is a Tall Man he is but a Weakly & 
Tender Man, and his Extream Short-Sightedness is a Deficiency for day Duty, 
and I am sure much more so for Night—I am 

Gentlemen & c. 
(Signed) William Laing 
Newburgh 
Oct. 21st 1782 
Collector & Comptroller Perth 


And Mr. Laing has his way: 
Sir: 

John Greig, who by a Warrant of the Lords Commissioners of the Treasury, 
is directed to be employed as a Boatman at Perth, having been made further 


Trial of for one Month, as mentioned in our Letter of the 19th of September 
last; Inclosed we transmit a Copy of the further Report of Mr. William Laing 


Tide Surveyor at that Port, and we request you will be pleased to acquaint their 
Lordships that under the Circumstances therein set forth, We have thought it 
indispensably necessary to stop the appointment of John Greig, and to direct 
that the Person formerly employed, and who is reputed to be one of the best 
Boatmen that belonged to the Boat, be employed till further Orders, of which we 
hope their Lordships will approve. 

We are, 


Sir, 
Your most obedient 
humble Servants. 
Jas. Buchanan 
James Edgar 
Adam Smith 
Customhouse Edinburgh 
24th October 1782 


George Rose Esq. 


One cannot but wonder if they were either so obedient or so humble as 
they signed themselves. After all, those are all good Scotch names! 


HoMER B. VANDERBLUE 
New York City 
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THE UNEMPLOYED: THEIR INCOME AND 
EXPENDITURE’ 


Certain facts concerning the economic situation of the unemployed are brought out by 
a study of the income and expenditure of ERA applicants in Cambridge, and recipients of 
relief in four other Massachusetts towns. Income was derived from earnings from odd 
jobs, relief and gifts. Expenditure consistently exceeded income by 15 to 20 per cent. The 
difference was met by the use of savings, where possible, but largely by unpaid bills. Rent, 
medical services and food were most frequently unpaid for. It appears, therefore, that this 
group of unemployed, having lost their regular jobs, supplemented irregular earnings by 
relief and gifts, but failed to make ends meet. The burden of unemployment fell partly 
on the unemployed themselves through reduction of income, but doubly on certain elements 
in the community, such as landlords, doctors and grocers. The question may be asked as to 
whether the standard of living of these workers had been forced so low that reliance on 
credit was necessary for existence, or whether the difference between income and expendi- 
ture represented unwillingness or inability to economize. 


I 


The care of the unemployed has become one of the major problems of 
our economy. The answer to the problem in the last few years has taken the 
form of relief, both work relief and the dole. Much has been said and 
written about unemployment; but few facts concerning the economic situa- 
tion of unemployed families are as yet known.? This paper, a part of a 
larger study of income and expenditure, is intended to contribute informa- 
tion concerning the sources of income and expenditure of an unemployed 
group in Cambridge and four other small towns in Massachusetts. 

The sample of families for the investigation was selected at random from 
the Cambridge ERA list. The A list was used, indicating that the families 
were considered urgently in need of relief work. The list was not kept up 
to date, however, so that by the time the interviewers got to the homes some 
of the applicants had moved or secured jobs. The families were asked to 
give information concerning their nationality, age, education, previous em- 
ployment, and their income and expenditure during the current year, 1934- 
35. The questions asked concerning sources of income and expenditure 
were very detailed, and no schedules were finally accepted unless any dif- 


*This study was begun under the auspices of a committee of Harvard professors 
codperating with the Massachusetts ERA. The data were collected and checked by ERA 
workers before the ERA discontinued this and other investigations of unemployment in 
the Boston area. The research has been continued with the aid of funds granted by the 
Harvard University Committee on Research in the Social Sciences. I am grateful to Pro- 
fessors John D. Black and W. L. Crum for reading the manuscript; and indebted to my 
assistants; Mrs. Margaret Brainerd Rolfe, who was in charge of the field work and statistical 
analysis in the summer of 1935, and Miss Helen Sorenson, who continued the work. Miss 
Sorenson has also been in charge of the tabulation and computation of the data. 

*The most comprehensive study which I have been able to find is that of applicants 
for relief in Philadelphia, Ten Thousand Out of Work, by Ewan Clague and Webster 
Powell, Philadelphia, 1933. In many ways the Philadelphia study is comparable with the 
present one, although it deals with a much larger sample. 


X. am grateful to the Cambridge authorities for permitting the use of this list and for 
cooperating in many ways. 
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ference between income and expenditure could be satisfactorily accounted 
for, within a narrow margin.* Despite the fact that these families have been 
used more or less as guinea-pigs for a number of social and economic in- 
vestigations, and might well be tired of continued intrusion into the details 
of their private lives, they were willing to codperate in generous fashion. 

After checking the schedules, 397 were considered sufficiently accurate 
to be included in the final sample. Fifty more are to be handled separately, 
as they are all cases in which boarders contributed substantially to the family 
income, with resulting complications in the distribution of the expenditure 
items. The results obtained from the schedules can be only approximately 
correct; for most of the families ordinarily kept no accounts, and were not 
in the class using check-books. Certain items tended to be over-estimated, 
others under-estimated. Income as a whole appeared to be under-estimated, 
particularly supplementary income from wives and children. Various ex- 
penditure items were also under-estimated, particularly in the field of recrea- 
tion. Food tended to be over-estimated. Adjustments were made for these 
biases whenever concrete evidence existed, such as the weekly budgets, inter- 
viewers’ comments, etc. 

For comparative purposes additional budgetary data for five Massachu- 
setts towns, collected by Professor Carle C. Zimmerman, will be used.* The 
samples for each town are small and were chosen with a view to getting a 
cross-section of the community’s standard of living. For purposes of the 
present article data are divided into relief and non-relief families. 

Before examining the data on income and expenditure, it is essential to 
have some idea of the past and present occupational status of the Cam- 
bridge sample. It was not possible to get complete information as to occupa- 
tions of the heads of the families, and 55 cases had to be omitted entirely. 
Of the 327 cases for which occupational data were given, 50 per cent of 
the family heads had been common laborers or factory workers, 15 per cent 
had been skilled craftsmen and 9 per cent had been taxi or truck drivers. 
The other occupations, office and clerical workers, those with their own 
businesses, and miscellaneous, formed only a small part of the sample. 

At the time of the survey, 76 heads of families were totally unemployed, 
and 12 were judged unemployable on account of age or sickness—in all, 
27 per cent of the total; 191, or 58 per cent, were at work on part-time 
or odd jobs, for the most part work other than their previous occupation; 
48, or 15 per cent, were steadily employed, generally at some job other 


*The amount of this unexplained discrepancy, probably a result of inaccuracy on the 
part of family and interviewer, will be discussed below. 

* The families were all asked if they would keep weekly accounts of income and expendi- 
ture; and the extent of the codperation is evidenced by the fact that more than half of the 
final sample kept weekly accounts for one or more weeks. 

*These data were collected for Winchester, Sudbury, Dracut, Marlboro, and Gilbert- 


ville in connection with Professor Zimmerman’s survey of depression in rural areas. 
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than their previous one and at a lower salary. The largest occupational group, 
that of factory workers and laborers, showed the same tendency. Three- 
quarters of them were either totally unemployed or working at odd jobs. 

The sample thus consists, for the most part, of the families of a group 
of factory workers and common laborers the majority of whom had lost 
their previous jobs. About half of them were able to get part-time or odd 
jobs, and 15 per cent were regularly employed. The rest had no work at all. 
In many cases, some other member of the family was working and con- 
tributed something to the family income. Although all the families con- 
sidered were eligible for relief and had applied for it, only 48 per cent 
were in receipt of relief when the schedules were collected.’ We have to 
deal with a group in which the families had suffered severe economic re- 
verses as a result of the loss of their regular jobs by the heads of the families. 
Some indication of the extent of these reverses may be had from the fact 
that the annual average wage of the heads of families at their previous 
occupations was approximately $1,500. The annual average family income 
from all sources was a little less than $800 at the time of the survey. 

In this paper I shall deal only with total income, sources of income and 
total expenditure. One of the most interesting results of the investigation 
appears to be that the expenditure of this group of relief applicants con- 
stantly exceeds their income, to an extent far greater than can be accounted 
for by inaccuracy. Obviously the question arises as to how such a situation 
can exist. How can they spend more than they have? It is hoped that the 
following information will indicate the answers to this and allied questions. 


II 


Income is defined as all monies received by the family during the current 
year which are not derived from the sale or use of their capital assets. In 
other words, savings used, or money obtained from the turning-in of in- 
surance policies, are not considered as income. Income does include the 
following categories: earnings, net rents, loans, gifts, work relief, public 
relief and miscellaneous. Loans may in most cases be considered as gifts; 
seldom did the families expect to pay them back. Gifts are amounts of 
money received from relatives or friends. Work relief covers income re- 
ceived by members of the family from ERA, CCC, and PWA jobs. Public 
relief includes aid from public welfare, mother’s aid, soldier's relief, old- 
age pensions and private charitable organizations. 

Earnings are defined as all income received by members of the family 
from work not undertaken by public or private charity. Some income was 


"The families were eligible for relief, even if some of the members were working, when 
the family income was less than the standard set by the ERA. In some cases, odd jobs or 
part-time jobs had been found after the family had applied for relief. The ERA standard 
apparently fluctuated with each case, depending upon the size of the family and its necessary 
expenditures for food, rent, carfare, etc. No families with property were supposedly eligible. 
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received in kind by a number of these families as gifts and as relief. 
Wherever possible its monetary value was estimated by the family and in- 
cluded as income and expenditure. If no monetary value could be obtained, 
it was omitted from both sides of the budget. 

Table I lists the average amounts of income and expenditure for the 
whole group and subgroups classified according to the number in the 
family (not including boarders). The average income for the whole sample 
was $788; for the groups the figure varied from $337 for single persons 


TABLE [| 
AVERAGE YEARLY INCOME AND EXPENDITURE FROM ALL SourcEs (DOLLARS) 


Number in family 
Income source 

1 | 2 | s 

cases 

Earnings 198 | 308 | 449] 535] 773| 610] 626] 724] 935] 528 
Rents 18] 1! 12 27 27 17 3 15 
Other income — | 25 16 17 1 
Loans 3) 24 27 39 19 6 65 13 61 27 
Gifts 42} 41] 55 5 5 24 2 22 14 34 
Work relief - 19 60 78 66 103 177 185 105 72 
Public relief 94 130 96 | 98 84 84 160 49 82 101 
Total income 337 | 543 714 | 835 959 870 |1,074 {1,011 {1,200 788 
Insurance 22 | 3 16} 37 9 16 _- 46 14 16 
Savings used 26} 62] 60 | 22 78 47 — 80 7 49 
Unpaid bills 36| 52] 95 | 100} 94] 115] 121] 80] 166] 9% 
Total expenditure] 421 | 660 | 885 | 994 |1,140 |1,048 [1,195 |1,217 |1,387 | 944 
No. of families is| 78| 88| 6o| ss| 45] 26] 16] 14] 397 


to $1,200 for families of over eight persons. Total expenditure is in every 
group higher than total income. The average for all cases is $944, and 
ranges from $421 for single persons to $1,387 for families of over eight. 

The largest single income item, both for the whole group and the sub- 
groups, is earnings.* They amount to $528 for all cases, and vary from 
$198 for a single person to $935 for the largest subgroup. Public relief 
and work relief form the next largest contributions to income, with gifts, 
loans, rents and miscellaneous following in the order named. It is of interest 
to note that the amount of work relief tends to vary positively with the 
number in the family, whereas the amount of public relief tends to vary 


* Clague found that earnings, or income from odd jobs and from other family members 
was of little importance in assisting the Philadelphia relief applicants. Possibly the differ- 
ence results in part from the fact that Clague’s data were taken from a more up to date 
list, and refer to 1930, the beginning of the depression. At that time people may not have 


been able or may not have tried to find odd jobs and part-time work. Op. cit., pp. 39, 52. 
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negatively. Single persons in this sample derived no income from work 
relief, rents or miscellaneous. The difference in the variation of work relief 
and public relief is undoubtedly a result of the ERA policy of giving prefer- 
ence to applicants with large families. Other applicants were therefore 
forced to rely on public or private charity to a greater extent. It is to be 
expected that earnings would vary directly with the number in the family, 
since it was found that the larger family usually produced more wage- 
earners. Not only were children contributors to the family income but 


Taste II 
Per Cent INcoME AND ExpENDITURE FROM ALL SouRCES 
Number in family 
Source 

1 2 3 4 5 6 7 8 “— All 
cases 
Earnings 47.0 | 46.8 | 50.7 | 53.9 | 67.8 | 58.2 | 52.5 | 59.5 | 67.4 | 55.9 
Rents 2.6 1.0 32 1.4 1.5 
Other income 1.9) — 1.5 1.5 A} — 
Loans 21 361 329 1.6 6] 5.4 4.4] 2.8 
Gifts 10.0.1 6.21 6:2} 52 22 1.8 1.801 3.6 
Work relief 2.9] 6.8 741 5:8) 9.84 14:7 115.2 7.5 7.7 
Public relief 22.3 | 19.7 | 10.9; 9.9 7.4] 8.0] 13.3 | 4.0] 6.0] 10.8 
Insurance 5.2 1.8 aie 8 3.8 1.0 
Savings used 6.2] 9.4] 6.8] 2.2] 69] 4.5) — 6.5 ee 3.2 
Unpaid bills 8.6] 7.8} 10.8 | 10.0] 8.3 | 11.0] 10.1 6.6 | 12.0] 9.6 
Totals 100.0 |100.0 |100.0 }100.0 {100.0 |100.0 {100.0 |100.0 |100.0 {100.0 

No. of families 15 78 88 60 55 45 26 16 14 |397 


related families had often banded together, hoping to live more eco- 
nomically by pooling their resources.® 

The situation concerning the sources of income of this group of un- 
employed may be summarized as follows: Two-thirds of their income came 
from earnings, approximately one-quarter from relief, and the rest from 
gifts and miscellaneous sources. Single persons earned less and relied to a 
greater extent on relief and gifts, up to 40 per cent of their income. The 
larger families tended to earn more and to be supported by work relief 
rather than public relief. Families of five and families over eight relied on 
relief the least, receiving only 15 per cent of their income from this source. 

Total income for the whole sample averaged only 85 per cent of total 
expenditure. For the groups, ranging from single persons to families of 
over eight, the per cent of total income to total expenditure varied, in order, 

* Whenever a member of the family earned additional income, the interviewer was in- 


structed to secure his entire income and expenditure. If this could not be done, the person 
was considered as a boarder or lodger and the schedule removed into that group. 
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as follows: 80, 82, 81, 84, 84, 84, 90, 83, 87. Table II lists the proportion 
of total expenditure supplied by various sources of income. 

It is of some interest to discover whether the same conditions existed 
among other unemployed groups. Professor Zimmerman’s data,’ divided 
into relief and non-relief cases, are of interest here. The samples were too 
small to permit of significant grouping according to the number in the 
family. The relief cases exhibit interesting comparisons with the Cambridge 
data. The lowest average income is $689 for Gilbertville, the highest $943 
for Winchester. Except in the case of Gilbertville, the highest amount and 
proportion of income is not, as in Cambridge, from earnings, but from 
relief, principally work relief.‘ Approximately 50 per cent of the average 
income in Dracut and Marlboro was derived from relief, as against 25 
per cent and 30 per cent from earnings. The proportion of relief was even 
higher in Winchester, being 60 per cent of income, with about 30 per cent 
from earnings. In Gilbertville about one-third of the income came from 
relief, and about one-half from earnings. 

All four towns show a decided difference between total average income 
and total average expenditure, with income lower in every case. Income was 
77 per cent of total expenditure in Dracut, 80 per cent in Gilbertville, 89 
per cent in Marlboro, and 77 per cent in Winchester. The same is true 
of the income and expenditure figures for non-relief cases in these towns. 
The actual amounts of average income and expenditure are higher, of course, 
and the difference between income and expenditure is not as great, but it 
exists. Non-relief families in Dracut had average incomes amounting to 88 
per cent of their total expenditure; in Gilbertville, 82 per cent; in Marl- 
boro, 86 per cent; in Winchester 90 per cent. 

The situation in Gilbertville appears to be more nearly comparable to 
conditions of the Cambridge sample than any of the other towns. It is a 
small industrial community with a good deal of unemployment and more 
than half of the sample on relief. The sources of income are similar to 
those in Cambridge, except for income from boarders.'* We find here as in 
Cambridge a group of unemployed who derive half or more of their in- 
come from earnings, supplemented by relief, or gifts. We find also that 
income does not cover their total expenditure, which is 20 per cent higher 
than average income. In fact, a difference between income and expenditure 
appears to be characteristic of the unemployed of all the places we have 
examined. It is of even greater interest that a similar difference, though 
smaller in magnitude, exists for the small-town groups not on relief. 


” Sudbury was omitted, since the number of cases was small and the income was gross 
farm income to a considerable extent. The tables are not reproduced since they would 
take too much space for a brief article 

4 This is partly to be explained by the fact that the Cambridge sample was taken from 
a list of applicants for work relief, most of whom had not been put on work relief at the 
time of the survey. 

" These cases were not eliminated from the town samples, since their number was small. 
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Almost all investigators of family budgets have found that income and 
expenditures for the individual families rarely balance. The deficit or sur- 
plus is usually a result of carelessness and inaccuracy on the part of the 
family concerned, or of the interviewer. Such errors are inevitable and 
should be expected. In collecting the Cambridge data the interviewers 
were told that any difference between income and expenditure must be 
accounted for as far as possible by savings used or banked, debts, etc. These 
differences were accounted for to a large extent, and it is these explained 
differences which are meant in the statement that expenditure exceeded 
income on the average. 

In addition to the differences which could be accounted for, there existed 
the usual differences between income and expenditure resulting from in- 
accuracy. These second differences will be called discrepancies. They are 
important in estimating the accuracy of the data and in determining the 
significance of the explained differences between income and expenditure. 
There were 15 cases with no discrepancy; and, of the remainder, over 60 
per cent of the families had a deficit, in addition to the explained differ- 
ence between income and expenditure. Although most of the discrepancies 
were negative, some were positive, and the average discrepancy was com- 
puted both for the net and absolute amounts. The net discrepancy was de- 
rived by treating the individual discrepancies algebraically, and its average 
size for the whole group amounted to less than 2 per cent of the total 
expenditure. Neglecting signs, the average amount of the absolute dis- 
crepancies in either direction was found to be less than 5 per cent of total 
expenditure for the entire group.’* On the whole, the size and per cent of 
the discrepancies, both net and absolute, do not appear to be large enough 
to invalidate the general conclusions drawn from the data." 

The explained difference between income and expenditure averages 16 
per cent of total expenditure for the whole Cambridge sample and ranged 
from 10 per cent to 20 per cent for the various groups. Single persons spent 
the greatest amount in excess of their income; families of seven the least. 
There is evident a slight tendency for the excess of expenditure over income 
to be less for families of four or more. 

How was this deficit in the family income met? It became clear when 
the schedules were analyzed and tabulated that these families had three 


other resources—namely, insurance policies, savings and unpaid bills. They 
will be examined in order. 


“Part of the positive discrepancies was accounted for by savings banked, which were 
not included in the expenditure totals. For the whole sample this item amounted to .3 per 
cent of the total and affected relatively few cases in four subgroups. 

“The averages and percentages previously quoted have not been corrected for dis- 
crepancy. The correction was so small that it was found that the size and proportion of 
the original figures were not significantly altered. 
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(1) Insurance and savings. These two sources of cash may be examined 
together, as they both represent capital assets from the point of view of the 
family. When income became insufficient the first thing the family did was 
to draw out savings. Slightly over 5 per cent of total expenditure for the 
whole group was met by the use of savings. Only one group, seven in the 
family, had none, and the proportion went as high as 9 per cent for families 
of two members. (See Table II.) When savings were gone insurance 
policies were turned in, either for their value in cash, or as security for a 
cash loan. Of total expenditure for all cases 2 per cent was covered by 
insurance. Again the families of seven had none. Single persons cashed in- 
surance to the extent of 5 per cent of their total expenditure, but most of 
the groups were able to use this source to a much smaller degree. In this 
connection it may be stated that an item of continual expenditure for these 
families was insurance. Either they did not turn in all their policies, or took 
out new ones as soon as they could. 

Thus, some of these unemployed families had capital upon which they 
were able to draw when their income failed. The use of this capital served 
to meet part of the divergence between expenditure and income; nearly 7 
per cent of it, in fact. For the rest they had resort to a very simple expedient, 
not paying their bills.’ 

(2) Unpaid bills. The average proportion of total expenditure repre- 
sented by unpaid bills for the whole group was almost 10 per cent. This 
proportion ranged from 8 per cent to 12 per cent among the subgroups, 
with families of two and single persons showing the lowest proportions, 
and families of eight or more the highest. There is some tendency for the 
unpaid bills to vary positively with the number in the family. 

These unpaid bills represent the outstanding debts, excluding loans, of 
the family during the year to which the income and expenditure data apply. 
A number of families had bills unpaid for several years previous to the in- 
vestigation, but these were not included in the annual account of income and 
expenditure drawn up for each family, although they were noted on the 
schedules. Most of the families expressed a desire to pay their bills but 
said they were absolutely unable to do so. The average size of the account 
owed was $91, about 10 per cent of the total expenditure, or 12 per cent 


*It was found in the survey of two unemployed groups of factory workers in New 
Haven and Hartford, that 11 per cent and 17 per cent, respectively, were in debt. The authors 
considered these percentages to represent a bare minimum as it was difficult to get informs- 
tion on debts from the families. The debts in this study included private or commercial 
loans as well as unpaid bills, in distinction to our definition. Debts would form a far higher 
percentage of expenditure in our sample if loans were included (see After the Shutdown, 
Ewan Clague, Walter J. Couper, and E. Wight Bakke, Institute of Human Relations, Yale 
University, 1934, pp. 59-61) 


Bills owed are listed as one of the main financial resources of Philadelphia relief appli- 
cants. See op. cit., Clague and Powell, p. 124. 
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of the total income of the whole group. The average amount owed by the 
various family groups ranged from $36 to $166. (See Table III.) 

It is of considerable interest to note what bills were left unpaid. The debts 
owing, in order of importance, were for the whole group: rent, medical 
care, food, taxes and mortgage, miscellaneous, furniture, gas, light and fuel, 
and clothing. The first four are the only ones great enough to merit atten- 
tion. The largest amount was due for rent, $43, or 47 per cent of the total 
unpaid bills; $15, or 16 per cent, was owed for medical bills; $13, or 14 
per cent, was owed for food; $9, or 10 per cent, was due for taxes and 


Taste III 
AveRAGE Amount oF Unpaip (DoLLARs) 


Number in Family 


Source 


5 


Rent 
Taxes and mort- 


Clothing 
Gas, light and 
fuel 
Furniture 
Medical 
Miscellaneous and 
unspecified 


99.8 {115.2 |121.3 


mortgage. These are average figures for the sample as a whole. The distribu- 
tion of debts was somewhat different for the groups. In every case rent 
headed the list. (See Table IV.) 

The principal bills left unpaid are those due the landlord, the doctor 
and the grocer. From another point of view it is found that the doctor 
suffers most. Taking the average amount unpaid on each item as a per- 
centage of the average total amount spent on that item (see Table V), it is 
clear that nearly half the average amount spent by a family for medical care 
is left unpaid; whereas only 17 per cent of the expenditure on housing and 
household operation, and 3 per cent of that on food are left unpaid. In 
other words, since family expenditure on medical care totals much less than 
that for housing or food, a far greater portion of medical expenditure is 
unpaid, although the amount unpaid for rent and household operations is 
more. 


Again the data from the four towns confirm the Cambridge conclusions. 
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Taste IV 
Per Cent or Bitts Owen, By ITEMs 


Number in family 


Source 


Rent 
Taxes and mort- 
gage 

Food 

Clothing 

Gas, light and fuel | 

Furniture 

Medical 2. 

Miscellaneous and | 
| 
| 


unspecified 


Totals 100.0 1100 0 | .O |100.0 |100.0 |100.0 |100.0 |100.0 |100.0 


Relief cases met the difference between income and expenditure first by the 
use of capital: insurance and savings. In the case of Dracut, nearly 14 per 
cent of total expenditure, or about two-thirds of the difference was covered 
in this way. In Winchester capital assets took care of about 10 per cent of 
expenditure, or nearly half the difference. In Gilbertville and Marlboro 
the situation was reversed in that the proportion of capital used was smaller, 


TABLE V 
Amount or Unpaip BILLs AS PER Cent oF ToTAL ExPENDITURE ON GIVEN ITEM 


Average Per cent of 
amount of total 
unpaid bills expenditure unpaid 


Clothing 
Household operation 
Housing 35 


Medical 14. 


about 8 per cent for the former, and 3 per cent for the latter, covering less 
than half of the difference, particularly for the latter case. 

The remainder of the difference is explained, as in Cambridge, by out- 
standing unpaid bills. In Winchester, they amount to nearly 13 per cent of 
total expenditure, or over half the difference; in Gilbertville to over 11 
per cent, well over half the difference; in Dracut and Marlboro to a little 
over 8 per cent, which accounts for about one-third of the difference in the 
former, and two-thirds of the difference in the latter. 

It is significant that these income-expenditure differences are not met in 
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the same way by families not on relief. In each town, the differences between 
income and expenditure for non-relief families are smaller; and most of 
them are made up by the use of savings, and, to some extent, of insurance. 
Unpaid bills form a very small proportion of total expenditure, except in 
Dracut and Winchester where they are about one-half of the difference. The 
proportion of unpaid bills varies from less than 3 per cent to almost 5 
per cent, which may not be significant at all in comparison with the error 
resulting from inaccuracy.® We may say, therefore, that all the family 
groups we have examined spent more than they earned, but that small town 
non-relief families met the excess expenditure by the use of savings for 
the most part while those on relief covered the larger part of the difference 
by not paying their bills. 

Also among the small-town relief cases, housing expenses were the most 
important debt.** In Gilbertville 79 per cent of the total unpaid bills were 
for rent.2® In Dracut, Marlboro, and Winchester over half the total was 
for rent plus taxes and mortgage. Unpaid medical bills came next in all 
towns except Gilbertville, where food was the next most important debt. 
Unpaid food bills ranked third in Dracut and Winchester. Other unpaid 
bills formed a very small per cent of the total. The non-relief families, al- 
though their unpaid bills were less in amount, owed for the same goods 
and services as those on relief. Rent accounted for 57 per cent of the total 
debt in Gilbertville; rent plus taxes and mortgages formed from 40 to 54 
per cent in the other three towns. Medical care stands second, and the other 
debts were small. Unpaid bills for food were not important among the non- 
> relief families. The data on unpaid bills in these towns are similar to the 

| Cambridge sample in showing that the landlord’® and the doctor are most 
frequently unpaid. Relief cases also neglect grocer’s bills, but this neglect 
is not prevalent among the families who are not on relief. 

The results of the Philadelphia study, based on a sample almost four 
times as large as that of Cambridge, check with ours. Mr. Powell found 
that the families investigated used savings, cashed in insurance, borrowed, 
and finally resorted to living on credit. The average indebtedness of white 
families was $186; of negroes $96. Bills were owed most frequently to 
the landlord, food stores, building and loan societies, for installment buying, 
etc. Medical bills were grouped under miscellaneous and were not dealt 
with separately. Mr. Powell estimated that the median indebtedness of the 


"No figures for net or absolute discrepancy have been calculated for these samples; 
but they are probably less accurate than the Cambridge sample in this respect. 

‘The tables of the data on unpaid bills for the 4 towns are not included on account 
of lack of space. 


“In Gilbertville many of the houses were factory-owned, and factory owners made little 
attempt to collect. 


“The New Haven and Hartford survey found that rent was frequently unpaid (see 


cit., p. 78). 
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family, $125, was enough to carry the family for four weeks, assuming no 
income and the exhaustion of previous reserves.”° 


IV 


The accumulation of unpaid bills during depression is one of the chief 
difficulties of retail creditors. An investigation of the delinquent accounts 
of retail and service groups was carried out in 1933 by the Department of 
Commerce.” These conclusions as to the groups which suffer most from 
delinquency coincide remarkably well with the results of our analysis of 
unpaid bills. The average proportion of accounts receivable which had been 
delinquent six months or more is as follows for important creditors,” 

Per cent Average value per account 
Doctor (M.D.) 67 $ 27 
Dentist 56 
Undertaker 55 
Landlord 45 
Grocer 25 


The doctor, dentist, landlord, and grocer, along with the undertaker are 
those with the greatest amount and proportion of delinquent credit. The 
doctor is first in the Consumer Debt Study with a delinquency of 67 per 
cent of his accounts receivable, although the average value per account was 
$27. The reverse is true in the case of the landlord, with only 45 per cent 
of delinquent accounts but an average value per account of $316. This 
checks with our findings, which indicated that over half the doctor’s services 
billed were unpaid for, a greater proportion than in the case of the land- 
lord or grocer, although the average amount unpaid was greater for the 
two latter creditors. 

The creditors in the above study were asked what proportion of the 
delinquent accounts they expected to collect. The average proportion was: 


Undertaker 64 per cent 
Grocet 
Landlord 
Dentist 
Doctor (M.D ) 37 


It was estimated that the cost of collecting these debts would amount to 
about 12 to 15 per cent. Department stores, furniture stores, etc., showed 
a much smaller proportion of delinquent accounts and a more efficient col- 
lection of overdue accounts. The amount owed on furniture or clothing by 
the unemployed was small and probably due to the more effective credit 
organization of large retail establishments. 

*® Clague and Powell, of. cit., part ii, pp. 112-125. 


* Consumer Debt Study, Market Research Series no. 2, March, 1935. 
* Ibid., pp. 7 and 8. 
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It is not the large-scale business which suffers most. In fact, an inverse 
relation between size of business (measured by volume of sales) and pro- 
portion of accounts receivable which were delinquent was found for depart- 
ment stores, electrical dealers, furniture stores, grocery stores, men’s and 
women’s clothing stores, and dentists. The largest establishments had the 
smallest proportion of bad accounts. In the case of rent, however, those 
landlords with the highest incomes had the greatest proportion of delin- 
quency, an exception which the Department of Commerce makes no attempt 
to explain. 

Another study of consumption during depression, from a still different 
angle, suggests that families continue to purchase goods and services 
whether they can pay for them or not. Dr. Tebbutt contends that the con- 
sumption of consumer’s goods was maintained at a fairly high level during 
the depression.** His indices of volume of sales, based on department-store 
sales deflated by retail prices, show that consumption of food and clothing 
was practically the same for depression and prosperity. Other items in the 
family budget showed some decrease, but no marked decline; and in no case 
was this decline comparable to that which took place in the purchase of 
producer’s goods. 

Dr. Tebbutt concludes that consumption was maintained on the whole 
during the depression following 1929 except for the particularly bad year, 
1932. In the absence of any statistical measure of consumption it has often 
been assumed that both the production and consumption of goods declined. 
Dr. Tebbutt believes that consumption measured by the number of goods 
sold and by dollar volume of sales has kept up during the depression. The 
use of deflated sales figures, however, is fraught with some statistical diffh- 
culties; and it is questionable, besides, whether department store data can 
measure the consumption of the lower income groups, such as the unem- 
ployed group considered in this paper. Dr. Tebbutt’s investigation, how- 
ever, is of considerable interest in connection with the analysis of unpaid 
bills and the government debt study. All of these seem to support the 
hypothesis that in depression there is a good deal of consumption which 
is not paid for. If demand is kept up during depression, a considerable 
proportion of it is not effective demand in the economic sense. 


Vv 


Before summarizing the conclusions tentatively arrived at from the data 
presented in this paper, it is well to state again the limitations of the ma- 
terial. The sample is small and relates to five cities and towns in only one 
section of Massachusetts. The original estimates of income and expenditure 


* Arthur R. Tebbutt, The Behavior of Consumption in Business Depression, Business 


Research Studies, no. 3, Harvard University Graduate School of Business Administration, 
August, 1933. 
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are by nature approximate, and no high degree of accuracy is claimed for 
them. Although they do appear to point to certain rough tendencies, it must 
be emphasized that no general conclusions for the country as a whole can 
be drawn from the present sample. 

The conclusions may be summed up as follows: 

(1) The families of the unemployed in these towns are not destitute. 
Family earnings comprise about one-half of their total expenditure in 
Cambridge and Gilbertville, and somewhat less in the other towns. 

(2) Private and public aid in addition to earnings does not provide for 
their living costs. Organized relief assists them to the extent of one-fifth 
to one-half of their expenditures; private loans and gifts take care of another 
6 per cent. 

(3) As a whole, these families tend to spend 15 to 20 per cent more 
than they receive in income. One-third of this deficit is made up by the use 
of savings and insurance. Two-thirds of the deficit is accounted for by out- 
standing unpaid bills. 

(4) The unemployed are not supported by public and private charity 
alone, but also by certain elements of the community which extend them 
credit, notably the landlord, the doctor and the grocer. 

The incidence of the support of the unemployed becomes a nice question. 
Public relief, which provides a fifth or more of their expenditure, is paid 
out of taxes, and therefore affects all taxpayers in some degree. Private 
charity, when organized, probably affects chiefly the wealthy members of 
the community. Private charity in the sense of gifts from relatives and 
friends falls hardest on an economic class not far removed from the unem- 
ployed. The general existence of outstanding unpaid bills would seem to 
indicate that certain elements in the community have borne a double, if not 
a triple burden during this period of hard times. Mr. Clague goes so far 
as to say that “the landlords as a class have evidently made substantial 
involuntary contributions to unemployment relief in the form of unpaid 
rent.”’*° The landlord, doctor, and grocer not only contribute to relief 
through taxes, and possibly through private gifts, but sell goods and services 
to consumers who cannot pay for a considerable proportion of them. How 
far they make up for these bad accounts by raising prices in prosperity, of 
how far they turn the tables by failing in business and having to be sup- 
ported themselves, is not known. 

The unemployed dealt with in this paper are not by any means the 
worst off in the community. Nearly two-thirds of the chief wage earners 
are employed to some degree; and other members of the family contribute 
to family income. What is the economic situation of the unemployed who 


*Non-relief families have outstanding unpaid bills, too, as is shown by Table IV, 
but they are more numerous among the unemployed and relief cases. 
* Op. cit., p. 54. 
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are able to earn nothing or next to nothing? Probably they receive more 
relief. Do they subsist on credit to an even greater degree? 

The Philadelphia study provides some answers to these questions. The 
Philadelphia relief applicants in 1930 were destitute. Although annual data 
on income and expenditure were not secured in the study, the material on 
family resources indicates that earnings were practically non-existent for the 
group as a whole. They were subsisting on savings, loans or credit, or all 
three, when they applied for relief. Messrs. Clague and Powell are there- 
fore led to take a pessimistic view of their situation and prospects and to 
stress the need for social aid to the unemployed. No one will deny its neces- 
sity, but if the Cambridge situation is at all typical, the necessity is not as 
pressing for similar districts. 

From the point of view of the unemployed, another important question 
remains unanswered. Why is it that they steadily spend more than they 
receive in income? It may be because their income is insufficient to provide 
a minimum of subsistence. On the other hand, it may be a result of reluc- 
tance to lower their former standard of living, a refusal to do so, or perhaps 
an inability to economize successfully at a lower income level. It is of some 
significance that the expenditure of the Cambridge group runs on the 
average somewhat less than $1,000 a year, as compared with an average 
salary of $1,500 for the chief wage earner before the depression. Although 
both these figures are very approximate, and differences in price level have 
not been accounted for, some curtailment of consumption must have taken 
place. A similar decline in income among the L. Candee workers, the group 
studied by Professor Bakke, has led him to take the stand that the burden 
of unemployment falls largely upon the workers themselves in the form 
of a decline of standard of living.”* 

It would be of interest to know what items of expenditure have suffered 
most, if the standard of living has fallen. Have expenditures on necessities 
such as rent and food been cut, or left unpaid, in order that luxuries may be 
bought? Or is the standard already so low that necessities cannot be bought 
without indebtedness? These questions cannot be answered without examin- 
ing the individual items of expenditure. 

ELIZABETH W. GILBOY 

Committee on Research in the Social Sciences 

Harvard University 


* Op. cit., p. 112. 


i 
a 


COMMUNICATION 


Round Table on Monopolistic and Imperfect Competition 


Unfortunately, the report of the round table on monopolistic and imperfect 
competition was not fully covered in the Proceedings which appeared as a sup. 
plement to the March issue of the Review. Only the summary of Professor Custis’; 
paper was published (p. 235). Professor S. H. Nerlove, chairman of this round 
table has supplied the following data. 

E. LEDERER: “The Theory of Monopolistic Competition and Its Implications 
for General Theory.” 

I suggest three groups of market situations which cannot be classed as perfect 
competition : 

(1) Duopoly and bilateral monopoly. Unless we make very special assump. 
tions, the price will be indeterminate and the market situation unstable. 

(2) Differentiated commodities. These cases are, theoretically, very close to 
monopoly. But such “‘monopolies’”’ are very restricted; their market is narrowed 
by substitutes. Hence the special features of this situation. 

(3) Small numbers: competition between producers of a standardized com. 
modity. This situation is indeterminate, but may show the characteristics of free 
competition. 

Wherever the market situation is indeterminate, every producer will act on the 
basis of assumptions, derived from his judgment or guesses or hunches as to the 
behavior of the other producers. Then the theory of value will not “determine” 
the price in the same way as it does in the case of perfect competition or of a 
monopoly. Every price, however, will be consistent with this theory (or value), 
but we shall not get any further with it, unless we know something about the 
behavior of the producers. Although the theory of value leads to the price in the 
cases dealt with by orthodox economics, it gives, in the indeterminate situations 
only the data, the result being dependent upon the producers’ psychology. A theory 
dealing with indeterminate situations will be rather institutional than abstract. 

In the case of small numbers, the demand curve which is drawn for the single 
producer is not a curve on which he can act; it symbolizes only one of the many 
alternatives which may prevail at times; but nobody knows for how long. The 
problem therefore is indeterminate, depending upon whether the producers will 
follow the lead of one of them who aims at a price above the competitive level or 
whether everybody tries to increase his output as soon as one of the group chooses 
to restrict it. 

As to differentiated commodities, I may elaborate a point, brought up by Dr. 
Altschul. In the case of consumers’ goods, for instance, cosmetics, differentiation 
will frequently not prevent the levelling down of prices even to the competitive 
level. The position of a special brand can always be threatened by potential com- 
petition. More important for the system as a whole is the case of producers 
goods. Buyers of producers’ goods can judge on their qualities; potential compe- 
tition as well as the possibility of substitutes is better known to everybody in the 
market, and a price higher than the competitive one can be maintained, If that 
means higher profits, it may well accelerate the upswing and thus deepen the 
trough of the depression. 

The political implications of indeterminate situations are not discussed except 
by von Stackelberg. He believes that this lack of certainty should lead to a cor- 
porative economic system with authoritative decisions on prices and wages. He 
omits the consequence which could be equally drawn, that a planned system too 
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would stabilize the market. Moreover, this ope ag | is due in most cases also 
to the oscillations of the market, well known under free competition. 

E. H. CHAMBERLIN: ‘A Comparison between Monopolistic and Imperfect 
Competition” (This paper is part of an article to be published in the Quarterly 
Journal of Economics for August, 1937.) 

_ M. ABRAMOVITZ: ‘‘Monopolistic Selling in a Changing Economy’’ (this pa- 
per will be published as an article later). 

V. Custis: “Monopolistic Competition and Industrial Control” (see Ameri- 
can Economic Review, Suppl., March, 1937, p. 235). 

B, N. BEHLING: “Monopolistic Competition in Public Utility Enterprise’ (see 
atticle entitled “Competitive Significance of Substitutes for Public Utility Service,” 
in American Economic Review, March, 1937, p. 17). 


Discussion 


Fritz Machlup: My penne had always been that monopolistic and imper- 
fect competition were different things. But since I read Mr. Chamberlin’s attempt 
to prove it, I am afraid that the two are one and the same after all. Mr. Chamber- 
lin warns us against identifying monopolistic competition with the situation where 
the demand curves, as conceived by the individual sellers, and the cost curves are 
tangent, hence where there are no monopoly profits. In his book, he pictured 
monopolistic competition as the case where sellers are many and their products 
slightly differentiated. Sellers are so many that none of the competitors is afraid 
of his rival’s reactions on his own policy, and entry into the industry is easy and 
generally open. If this is so, new monopolistic competitors will come into the 
industry as soon as monopoly profits can be made, that is to say, as soon as the 
demand curves for the products of the individual sellers are higher than tangent 


to their cost curves. The existence of those super-normal ama over a longer 


period can then be explained only by an absence of the inflow of new competi- 
tors, hence by imperfect competition. In other words, either we regard the tan- 
| gency of demand and cost curves as a typical feature of monopolistic competition 
or we refrain from distinguishing between monopolistic and imperfect competi- 
tion. 

E. H. Chamberlin: The case of tangency, although developed at length in my 
book, is only a part of the general theory (see pp. 111 ff.). Dr. Machlup wishes 
to identify imperfect competition with super-normal profits. This is a possible 
position to take, of course, although such profits seem to be satisfactorily ac- 
counted for under the general heading of monopoly profits, these being always 
explained by an “‘absence of the inflow of new competitors.” In my paper, I had 
meant to contrast monopolistic competition with “imperfect competition” as 
treated especially by Mrs. Robinson, and it is interesting to note that she em- 
phatically denies any connection between the concept as she uses it and “freedom 
of entry.” (Q.J.E., vol. 49, p. 107 passim.) 

B. H. Higgins: Dr. Lederer in his paper correctly stressed the fact that in 
cases of imperfect competition (we might add also monopolistic competition) 
demand curves confronting entrepreneurs do not depend upon utility functions 
only, but also upon behavior off competitors. Actually, in these cases (which 
usually exclude certain foresight) the relevant curve is not really a demand curve 
at all, but an estimated average revenue curve, with its accompanying marginal 
curve. This estimated average revenue curve will depend not merely upon ex- 
pectations as to consumers’ choices, but also upon expectations as to behavior of 
rivals. When we use this more accurate concept of the estimated average revenue 
curve (probably it will be the marginal curve which will be clearest in the mind of 
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the entrepreneur), it is not certain that we shall get the equilibrium results mac 
familiar by Dr. Chamberlin and Mrs. Robinson without further assumptions a; 
to entrepreneurial behavior. If the entrepreneur finds himself first of all in, 
position which does not maximize profits, but in which profits are substantial 
he is likely to stay there. His estimates will range only a short way in either 
direction from the position in which he finds himself, and if this range is not 
that in which the (estimated) marginal revenue curve is intersected by the 
marginal cost curve, there is no reason to suppose that the entrepreneur will risk 
the experiment of moving to an output outside that range within which he has 
some idea as to probable results. 

M. G. de Chazeau: Professor Behling has discussed the substitutability of 
goods and services but he has not emphasized that the degree of substitutability 
determines the extent and character of the market for an intelligent analysis of 
price-making forces. Rate control must extend to the whole scheme of public 
utility rates. It cannot be based merely on an analysis of cost within the utility 
but must comprehend social questions raised by the nature of the pricing structure 
in the several markets within which the utility may be selling its product or 
service through differentiation. 

In addition to the monopolistic character of discrimination, with which Pro. 
fessor Behling deals, there are two phases of public utility discrimination that 
might be emphasized. In the first place, the tendency for monopolistic competi- 
tion to reveal itself through product differentiation in a multiplication of joint 
products—produced under either joint or common costs—is marked in public 
utilities. The impact of the theory of monopolistic competition on the theories 
of joint and common cost has not been adequately considered. In the second 
place, far too little attention has been paid to the analysis of price discrimination 
from the point of view of economic and of uneconomic substitution of public 
utility services for unregulated services or commodities. In a general way, it is 
recognized that discrimination, where overhead costs are high and a tendeng 
toward decreasing costs is present, may be economically and socially desirable. 
When it is recognized, however, that these substitutes are themselves produced 
and priced under varying degrees of monopoly and competition and that they 
are of varying degrees of substitutability, public utility price discrimination ap- 
pears not merely as a problem in cost analysis but as a problem in broad social 
control of resources. This neglected phase of public utility rate control merits 
more careful analysis. 
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REVIEWS AND NEW BOOKS 


General Works, Theory and Its History 


The Ethics of Competition, and Other Essays. By FRANK HYNEMAN 
KNIGHT. Selected by MILTON FRIEDMAN, HOMER JONES, GEORGE 
STIGLER and ALLEN WALLIS. (New York: Harper. 1935. Pp. 363. 
$3.00.) 

Economists will welcome this volume of reprints from the published 
work of one of America’s most eminent theorists. Professor Knight has 
been a prolific writer (there are 129 items in the bibliography to 1935); 
yet nothing in book form has appeared since Risk, Uncertainty and Profit 
in 1921. The articles have been well selected by four former students in 
the light of their “particular relevance to the problems faced by society 
today.” First come three early essays on the relation of economics to ethics 
and psychology, reprinted from the Quarterly Journal of Economics, then 
one on scientific method from the Trend of Economics. The article on 
“Statics and dynamics” in the Zeitschrift fiir Nationalékonomie (1930) 
has been translated and is made available in English for the first time. On 
theory itself, as distinct from the criticism of theory, there is ‘Cost of 
production and price over long and short periods” from the Journal of 
Political Economy and ‘‘Fallacies in the interpretation of social cost’’ from 
the Quarterly Journal of Economics. Three articles are reprinted from the 
Encyclopedia of the Social Sciences: ‘‘Marginal utility economics,” “Value 
and price,” and “Interest.” As to the last subject, the editors explain that 
‘only one article dealing with interest or capital theory has been included, 
because this is a subject about which Professor Knight has radically altered 
his views; furthermore, he is at present writing a book on this topic.” 
Finally, a long essay on ‘‘Economic theory and nationalism” is published 
for the first time. The bibliography of Professor Knight’s writings is in- 
valuable. 

The essay on “Economic theory and nationalism” (the only one not 
previously published) is an illuminating analysis of economic factors 
in the political systems of “economic individualism, economic democracy 
or socialism, and fascist nationalism.” Although not as finished as the 
others, it is penetrating and provocative; in short, it is Professor Knight 
at his best. On the economic side, its central theme is that ‘‘wealth can 
be used to get more wealth; for, the more of it anyone has, the more 
advantage he has in the struggle to get still more. Consequently, under 
individualistic freedom, and under the condition that men want more 
wealth, for whatever reason, it will be used to get more, giving rise to a 
cumulative growth of inequality” (p. 291). The theme is developed in 
many respects; and a variety of conclusions, economic, political and ethical 
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are drawn from it. This writer has long cherished the view that the lay 
of compound interest has never fully come into its own as a principle of 
economics. It is quite possible that it may be even more important than 
the law of supply and demand! At any rate, its significance for the theory 
of distribution is here revealed in an illuminating way; and one is made 
to realize that there are other approaches to distribution which, although 
not necessarily inconsistent with the “productivity” analysis, do not run 
in terms of it. In the political field, Professor Knight argues that the “cumu- 
lative tendency to inequality (of power) and to consequent disruption of 
the system” is likely to be even stronger than in the economic (p. 297). 
The forces of disintegration are analyzed in detail, and it is concluded that 
““fascist-nationalism . . . seems to be clearly indicated as the next stage in 
the political evolution of the liberal democracies, including the United 
States.” 

Turning back to the essay on “Value and price,” we find several different 
types of value theory distinguished from each other. It is then observed 
that “society is positively seeking a basis of unity and order instead of 
negatively attempting to abandon an unsatisfactory basis (as in the period 
of development of the classical economics). Moreover, the current standards 
of thinking have come under extreme domination of the scientific ideal, 
which has little if any applicability to the problem” (p. 249). The essay 
on “Economics and nationalism’’ may be regarded as a fruitful attempt 
to relate economic theory to it in a vital way. 


E. H. CHAMBERLIN 
Harvard University 


An Introduction to Economic Analysis and Policy. By J. E. MEADE. (New 
York: Oxford Univ. Press. 1936. Pp. xv, 392. $3.75.) 


Mr. Meade’s volume will interest either the reader who seeks an intro- 
duction to modern economic theory or the reader who is in search of plans 
to solve the world’s economic problems. But neither the theory nor the prob- 
lems can be avoided by the reader; for the two are fused, and not, as is more 
usual, segregated in separate chapters or volumes. 

Unusual, too, is the use of the problems rather than the theory to shape 
the structure of the book. Parts 1 to 4 of the book each has as a center 
one of the four basic economic problems which, if solved, would assure 
the greatest amount of well-being in a closed economy. Part 5 explains the 
changes in the analysis which must be made when account is taken of inter- 
national relations. In the order of the probable urgency of their solution, 
which is the order in which they are analyzed, the problems are: unemploy- 
ment, imperfect competition, unequal personal distribution, and the failure 
of population and capital to be forthcoming in the optimum quantities. 

To the analysis of these problems Meade applies a body of theory which 
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is notable in that it makes ‘‘full use of the more recent developments.” His 
quite successful and wholly laudable efforts to reduce the developments in 
theory of the last few years to a more elementary level is most evident in 
the part on unemployment, where Keynes’s influence is apparent, and of 
course in the part on imperfect competition. Since the aim is “to expound 
the whole corpus of economic theory” in connection with the major eco- 
nomic problems, the book is interesting as an indication of the changing 
helpfulness of the different subdivisions of economic theory. Some divisions 
have increased in usefulness. Compared with even a short time ago, mone- 
tary theory has an increased importance both because of its clearer connec- 
tion with the theory of employment, and because of the more pressing 
nature of the problem of unemployment. Other parts of economic theory 
which once were subjects of the economist’s preoccupation have all but 
disappeared. This is the case with the formerly prominent theory of land 
rent. Still other branches of theory have changed their direction and 
emphasis. Value theory (the word ‘‘value” does not appear in the index) is 
in this class. 

The application of the theory to the problems leads to possible state 
policies which Mr. Meade is not in the least hesitant to suggest. Approxi- 
mately fifty plans are proposed, some as alternatives, some as stop-gaps, 
some as supplementary measures, and some to be rejected. A view of the 
more important in the list will indicate their nature, their practicability, and 
the type of theory upon which they rest. 

Because it is the easiest to resolve, and because it is useless to attempt 
to solve the other problems until it is resolved, the first problem is un- 
employment. To relieve unemployment the state should lower the rate of 
interest through its control over the central bank in order to stimulate 
capital development and thus to increase the total demand for consumers’ 
goods. Meantime, since a fall in prices could extinguish the effect of the 
fall in interest in stimulating capital expenditures, a price decline should be 
forestalled by the expenditure of borrowed money on a program of public 
works. Since the program cannot increase consumers’ purchases immedi- 
ately, it must be supplemented by payments of new money to the unem- 
ployed and by the reduction of taxes on the expenditures of the owners of 
the other factors. Unemployment must not be reduced below the ‘‘standard 
volume,” or real wages will be pushed up too rapidly and inflation or un- 
employment will result. 

Less certain to succeed and definitely more drastic are the remedies for 
imperfect competition and unequal incomes. Two fine chapters on “The 
advantages of perfect competition” and ‘The disadvantages of monopolistic 
conditions” depict the maldistribution of resources which arises when the 
price of a good exceeds the value of the marginal products of its factors of 
production. To correct the maldistribution, minimum prices for the factors 
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of production and maximum prices for the goods are the best alternative, 
to governmental management (not necessarily ownership) of the industrie; 
in which there is imperfect competition. Similarly, to level unequal income 
a choice arises between proper taxation and the governmental Ownership 
(but not necessarily management) of the various industries. 

No proposals are made to secure the optimum population or the opti. 
mum supply of capital for, since these optima suppose a “‘state of bliss” 
in which the rate of interest is zero and in which the whole product goes 
to labor, the prospects are too distant to make definite proposals worth 
while. 

Aside from the international agreements proposed in the last part, these 
are the main proposals shorn of their qualifications. They are obtained 
by an analysis which is exceptionally lucid and complete considering the 
difficulties involved in obtaining freedom from the usual technical apparatus, 
and are set out with an air of confidence, which, if misplaced, is misplaced 
on the sanguine and excusable side. 


R. S. Howey 
University of Kansas 


Fri eller Dirigerad Ekonomi. By BERTIL OHLIN. (Stockholm: Hallmans 
Bokhandel. 1936. Pp. 239. 2 kronor, 50 Gre.) 

In this book entitled Free or Directed Economy, dedicated to the youth 
of Sweden, the author tries to contribute toward the solution of the age-old 
problem of reconciling social justice, economic efficiency and individual 
liberty. He breaks definitely with the old Jaissez-faire philosophy, contend- 
ing that the theory of natural law and natural rights has been discarded, that 
the utilitarian philosophy does not adequately explain economic conduct and 
that the fundamental harmony between individual and social interests is 
not demonstrable. 

In no society can individual activity be free from external control; and, 
when purposeful regulation, public or private, becomes necessary, such 
regulation cannot properly be considered an interference with natural proc- 
esses. The objectives of present-day society cannot be achieved through 
reliance on automatic operation of economic laws. 

On the other hand, the author rejects socialism. He asserts that socialism 
has a similar origin and grew out of the same environment as old liberalism 
and that it too is based on discarded theories. He denies that labor is the 
only productive factor, that exploitation is inevitable with private property, 
and that abolition of property rights is the remedy for our social ills. 
Socialism in any of its proposed forms, he believes, would inevitably suffer 
from bureaucratic tendencies, ineffective leadership, and would inevitably 
check progress because private initiative would be so largely sacrificed. 

The author classing himself as a social-liberal would make many impor- 
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tant changes in our present economic system but would in the main leave 
the price economy intact, believing that complete regimentation is both 
impossible and undesirable. He prefers to retain individual initiative as a 
stimulus for work. Where individual desire for gain is coupled with zeal 
for social service there is possibility for a higher standard of living than in 
, monopolistic socialist state. 

Among the actual industrial and political problems he is primarily in- 
terested in combating poverty and in furthering economic progress so that 
real income may be increased and permanent unemployment prevented. 
In seeking these objectives the author does not advocate radical changes. 
Most of the proposals are along lines laid down in democracies in recent 
years in which /aissez-faire has been preached rather than practised. The 
break with the old is rather in frankly acknowledging the obligation on the 
part of society to make possible for the individual a reasonable standard of 
living and of supervising the operation of the economic order as a whole. 
It sets limits to private initiative and enforces standards of economic con- 
duct but should preserve within wide limits freedom of economic choice 
and direction for individuals and groups. He stresses the fiduciary relation 
of corporation officials to investors and to the public. 

F In the concluding chapter the author contends that the maintenance of 
) liberty is of essential importance. But liberty must not be defined as vested 
' interest in existing social regulations as against needed new regulations. An 
eficient society guarantees liberty subject to law. It demands a social con- 
science and self-discipline on the part of individuals and of groups, and 
these in turn may fairly demand that essential liberty be preserved. Their 
rights to liberty in the realm of spirit, in thought and expression, come be- 
fore the claims of economic efficiency. In the past men had to struggle to 
break down the barriers to civil liberty. Our generation must build up a 
social organization within which a higher freedom may be enjoyed by all. 

The author has clearly presented what has aptly been called “the middle 
way” whereby his countrymen and especially its youth may continue eco- 
/ nomic progress and insure for themselves social security along democratic 
lines without sacrificing real liberty. R. S. SABY 

Gettysburg College 


> Friedrich List: Der Mann und das Werk. By FRIEDRICH LENZ. (Munich: 
Oldenbourg. 1936. Pp. x, 441. RM. 17.) 


This is not a biography, in the usual sense. It is an attempt, by the editor 
of List’s Werke and co-founder of the List Gesellschaft, to picture the 
“Great German” in his setting, the social, political, and economic milieu in 
which he worked. The presentation is partly historical, and partly systematic. 

| There is no attempt to trace the growth or appraise the character of the 
> school which List founded, or of other doctrines and movements. 
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In Part A, which is mostly analytical, the author presents List’s political 
and social doctrines. They were those of a liberal in an age of transition, 
when an era of property, liberty, and equality was still to be anticipated fo, 
the middle classes of a variegated group of German states, independent and 
jealous of each other, and frittering away their “national powers” in levying 
tariffs. List’s immediate objective was a customs union of all the ion 
states, with Imperial Austria at the head, in order to establish a Germany, 
that was then non-existent, to rest on the triple and balanced support 
agriculture, industry and trade. 

Part B is historical, covering the struggle of List for his Zollverein. Dis. 
missed from his professorship, elected but refused a seat, and again elected 
(1820) to represent his home district, and having presented a petition for 
the extension of local self-government, he was prosecuted and sentenced to 
imprisonment, and in lieu thereof finally to exile. Meanwhile he had become 
the moving spirit in the Deutsche Handels- und Gewerbsverein, an associa- 
tion of South German industrialists who chafed under the chaotic tarif 
conditions and the victorious trade competition of England. His unsuccessful 
efforts in behalf of this group in 1820 at the Vienna Ministerial Conference, 
and later at the Darmstadt trade congress, are told in some detail. 

Part C deals with List’s rdle in the conflict of interests of the diverse 
elements of the German Confederation: first, Metternich’s Imperial, reac. 
tionary Austria, designing to divide and rule; second, ambitious, mainly 
agricultural Prussia, whose 1818 tariff offended the South German indus- 
trialists; also the free cities, the beneficiaries of the trade with England, 
which was hated by the industrial groups; and finally the divided industrial- 
ists themselves. In most of this activity List was restricted to his literary 
work, which was prodigious. 

Part D unfolds List’s “crisis and new horizons,” his prosecution and exile, 
his movements and activities in Switzerland, France, United States and else- 
where. In these nomadic years he was amazingly active, in literary and busi: 
ness ventures, all of which supported him precariously. During these years, 
as shown in Part E, he maintained contact with the fatherland. Hounded 
by reactionary rulers, because he saw a future inconvenient to them, he 
dreamed not only of customs unions, but also of railroad systems, and ocean 
traffic, always with Germany in central position. Such a spirit must meet 
restriction, if not by his own rulers then by foreign powers upon whose 
plans he would encroach. Part F is analytical, and relates List to his friends, 
who were few, his business connections, which were many and unstable, 
and to other schools of thought and movements. 

The unusual mode of presentation has rendered the reading somewhat 
difficult, except possibly for those who are familiar with the historical data 
The documentation is prolific, and should be adequate. A large part of the 
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text consists of quotations, direct from sources, in paragraphs, sentences, and 
phrases, many of which necessarily had to be left uninterpreted. 


JENS P. JENSEN 
University of Kansas 


Prezzi e Mercati. By PASQUALE JANNACCONE. (Turin: Einaudi. 1936. Pp. 
375. L.40.) 


This volume consists of several studies which have appeared during the 
period beginning in 1906. They may be classified into two groups. 

The first group, consisting of ‘Controversial Aspects of Barter Theory” 
(1907) and “The Theory and Practice of Dumping” (1914), deals primar- 
ily with the formation of prices under imperfect competition. The barter 
theory study was a noteworthy contribution to the determination of equilib- 
rium prices under bilateral monopoly and duopoly. The author views the 
problem in terms of imperfect competition in contrast to other writers who 
treated the question in terms of a partial monopoly under which producers 
and sellers of a good are obliged to obtain maximum utilities through policies 
of codrdinating their activities with those of their fellow monopolists. In 
an interesting application of this theory, the author concludes that in collec- 

tive bargaining between groups of organized employers and employees, 
| wages can be stabilized at the point of the intersection of the supply and 
demand curves. From the point of view of the modern Italian corporative 
structure this assumes that wages can be fixed at levels which would be 
reached under free competition. 

A further analysis of the operation of imperfect competition is found 
in the discussion of dumping. Those few who considered the problem 
theoretically saw dumping as a means of arriving at results similar to those 
of corrective influences under free competition. Price discrimination as in- 
volved in dumping practices was considered merely the result of monopoly 
tactics. Professor Jannaccone on the other hand sees dumping as a particular 
case of operating under imperfect competition. Discriminatory pfices are 
viewed as economic prices under imperfect competition in contradistinction 
to uniform prices under perfect competition. Pantaleoni, who also treated 
this subject, recognized only uniform prices as economic prices and saw 
discriminatory prices only as the result of the exercise of non-economic 
forces. 

The second group, consisting of three studies which appeared in 1913, 
1923 and 1927 deals with problems of international trade and exchange. 
Discussions refer to particular Italian aspects. The value of money and the 
price level are determined by internal monetary conditions in individual 
countries. The quantity of imported and exported commodities and the 
other elements of international trade are controlled by differences in domes- 


ical 
i0n, 

for 

and 

ing 

an 

of 

Dis- 

ed 

for | 
d to 
ome 
ariff 

sful 
nce, 
erse 
inly 
dus 
and, 
rial: 
rary 
ile, 
else 
car, 
ded 
he 
ean 
et 
hose 
nds, 
able, 

vhat 
data. 
the 


334 Reviews and New Books [ June 


tic and foreign prices. The same forces are operative with respect to capital 
movements. Adhering to these views, Jannaccone sees the new mercantilistic 
policies as severing such basic relationships and attempting to change certain 
magnitudes without affecting others to which they are linked. Those direct. 
ing such policies have not been able to find the correct means. To this failure 
is attributed the progressive reduction of foreign trade. The author concludes 
that in international trade these limitations neither improved the general 
welfare of the world nor benefited particular countries. Based on this con- 
clusion and inspired by the classical ideal, he questions whether or not the 
same approach could be adapted to internal market policy problems. 

These studies are reprinted, from various scientific journals, in their origi- 
nal form without any substantial changes or revisions. Nevertheless, the 
material is still timely. It enables the reader to find early anticipation of 
transformations which were taking place in the economic systems and to 
note the problems which these transformations were to pose in the formula- 
tion of the theoretical approach to economics, 

J. WILNER SUNDELSON 

Columbia Universit) 


NEW BOOKS 


ALSAKER, A. The capitalistic system and the nature of unemployment. (Oak Park, 
Ill.: Pioneer Pub. Co. 1936. Pp. 256.) 

BacHI, R. Principii di scienza economica. Vol. 1. Scambio; produzione; regime 
di coalizione; economia corporativa; quesiti, (Turin: Einaudi. 1937. Pp. xix, 
522.) 

Brg, R. T. and BLopcett, R. H. Getting and earning: a study of inequality. 
(New York: Crofts. 1937. Pp. vii, 274. $1.75.) 

CRAWFORD, C. Re-stating economic theory. (Paola, Kansas: Author, 310 S$. 
Silver St. 1936. Pp. 128. $1.) 

“Economics is explained in terms of labor alone. Labor is analyzed into 
components of mental effort, physical exertion and time—part of the life 
of a man, Wealth, property and commodities are accumulated labor. Money is 
accumulated labor in liquid form. Bank credit is not a bookkeeping operation 
but is property made liquid by using deeds or certificates of ownership to 
property. The confusing word ‘value’ is replaced by the term, labor content.” 

GraziabEl, A. Le capital et la valeur: critique des théories de Marx. (Paris: Lib. 
Gén. de Droit. 1936. Pp. 387.) 

Hosson, J. A. Veblen. (New York: Wiley. 1937. Pp. 227. $1.75.) 

Hucues, R. O. Fundamentals of economics. (Boston: Allyn and Bacon. 1936. 
Pp. xvi, 507.) 

JOHNSON, E. A. J. Predecessors of Adam Smith: the growth of British econom 
thought. (New York: Prentice-Hall. 1937. Pp. xii, 426. $3.50.) 

LUNDBERG, E. Studies in the theory of economic expansion. (London: P. S. King. 
1937. Pp. x, 265. 10s.) 
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McCRACKEN, H. L. Value theory and business cycles. Rev. ed. (New York: 
McGraw-Hill. 1936. Pp. xiv, 259. $4.) 

This book presents an interesting parade of theories dealing with business 
fluctuations, starting with Ricardo and ending with the analyses of Fisher, 
Keynes, Moulton, Schumpeter, and Frisch. In general, each analysis is consid- 
ered in relation to the theory of value held by its author, which is said to be 
either an “embodied labor theory of value” as presented by Ricardo, or a “com- 
manded,” “demand and supply,” short-run theory of value as emphasized by 
Malthus. It is the contention of the author that ‘‘it is impossible to give any 
adequate theory of crises without a working theory of value, either stated or 
implied. 

In the judgment of Professor McCracken the commanded theory of Malthus, 
or ‘the more refined marginal utility theory of the Austrians . . . —. an 
excellent basis for the explanation of disequilibrium and business cycles” ; and 
“Ricardian economics’”—the labor theory of value—“‘supplies a basis for the 
explanation of equilibrium and secular trends.” Just how the labor or “cost of 
production” theory of value helps to explain these latter, or any, price prob- 
lems, however, Professor McCracken does not say. In fact a criticism which 
must be made of the book is that no clear analysis of value theory is given. 
Moreover, nowhere can one find evidence that the book contributes ‘quite as 
definitely to the economics of value as of business cycles,’’ as the author sug- 
gests in the preface. 

In summarizing and evaluating the various theories of business fluctuations, 
Professor McCracken does fine work. The positive statements are made fairly 
and the criticisms are based on sound economic analysis. In concluding the 
book, however, one misses a summary chapter not only for the thesis of the 
book, but also for the constructive and critical material which the author him- 
self ably presents. 


VERNON A. MUND 


MarscHAK, J. and LEDERER, W. Kapitalbildung. (London: Hodge. 1936. Pp. 
viii, 315. 12s. 6d.) 

MILLS, F. C. Prices in recession and recovery: a survey of recent changes. (New 
York: Nat. Bureau of Econ. Research, in codperation with Committee on Re- 
cent Econ. Changes. 1936. Pp. xv, 581. $4.) 

This volume is chiefly a record of the price changes of raw and processed 
goods, capital equipment and consumption goods, production costs, as well as 
the changing fortunes of primary producers, fabricators, and consumers during 
the period of 1929 to 1936. The concluding part of the study is an analysis of 
the problems occasioned by increases in productive efficiency while our price 
system is filled with rigidities. 

During the period 1929-1936, industrial productivity (output per man or 
man hour) showed an apparent increase of some 25 per cent. The money gains 
resulting from this higher productivity, however, were reaped chiefly by em- 
ployed manufacturing labor and the managers and owners of manufacturing 
plants; for economic frictions—rigid prices, monopolistic controls, etc.—pre- 
vented a free movement of economic agents and prices. From the social stand- 
point, it is rightly stated that the gains in productivity should bring a larger 
output, with advanced living standards for consumers at large, rather than 
special advantages for some, coexisting with idleness of important productive 
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resources. The desired result can be best attained “through a reduction in the 
selling prices of the finished goods immediately affected by the productivity 
gain, a reduction equivalent to the saving in the cost of production.” Finally, 
Professor Mills observes that we must depend upon ‘competitive forces” to ef. 
fect the price flexibilities which are so urgently needed, for our system is “sti! 
essentially competitive.” 

In thus concluding this analysis of prices in recession and recovery, Professor 
Mills presents an independent conclusion quite similar to that presented by 
H. G. Moulton in his recent work on Income Distribution and Economic Prog. 
ress. Interestingly, moreover, these studies, as well as the events of recent 
years, afford additional evidence which bears testimony to the fundamental 
soundness of the judgment of the Economists’ Committee on Anti-Trust Law 
Policy, expressed in 1932 by Frank A. Fetter, chairman, that “the policy of 
free markets is essential to the interests of the great mass of people—the 
consumers, workers, and multitudes of independent business men.” This valu- 
able study by Professor Mills indicates once more the urgent need of a genuine 
and effective enforcement of our anti-trust laws. 

VERNON A. MuND 


MORGENSTERN, O. The limits of economics. Translated by VERA SMITH. (Lon- 
don: Hodge. 1937. Pp. vi, 160. 7s. 6d.) 

Moran, G. America’s heritage from John Stuart Mill. (New York: Columbia 
Univ. Press. 1936. Pp. viii, 209. $2.) 

This is an attempt to relate the ideas of John Stuart Mill to the current Amer. 
ican opinions on economics, governinent and education. 

Mill exhibited some change and inconsistency in opinions due to his hon- 
esty and open-mindedness; but his work as a whole fits into a fairly unified 
pattern. He believed in individual initiative, the police state, free competition 
between enterprises managed by owners, the franchise and freedom of dis. 
cussion. He opposed bureaucracy and centralization. He thought that education 
should aim solely at developing the intelligence and critical ability of indi- 
viduals. However, he opposed large inheritances, the absentee ownership of 
land, and profits from property appreciation and joint-stock company opera- 
tions. He believed that the educated voter should have more votes than the 
ignorant ; and he believed that leading government officials assisted by experts 
should have the initiative in making laws, the legislative bodies functioning 
primarily as leaders of public discussion and criticism. 

According to Mr. Morlan, changed conditions in the world today would 
probably cause a man of Mill’s integrity and public spirit to reverse many of 
Mill’s opinions, especially in the light of the social psychology taught at Co- 
lumbia by John Dewey and his colleagues. 

Harvey W. PECK 


Rist, C., and others. L’enseignement économique en France et 4 l’étranger. Cin- 
quantenaire de la Revue d'Economie Politique, 1887-1937. (Paris: Recueil 
Sirey. 1937. Pp. viii, 262.) 

ROBINSON, J. Essays in the theory of employment. (New York: Macmillan, 1937. 
Pp. vii, 255. $3.50.) 

SIMPSON, G. Conflict and community: a study in social theory. A doctoral dis- 
sertation. (New York: Author, 551 Fifth Ave. 1937. Pp. 107.) 
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smitH, A. An inquiry into the nature and causes of the wealth of nations. Edited 
by Eowin CANNAN. (New York: Modern Library. 1937. Pp. 1036. $1.10.) 

Cowles Commission for Research in Economics: annual report for the year ending 
December 31, 1936. (Colorado Springs: Cowles Commission for Res. in Econ. 
1937. Pp. 11.) 

Explorations in economics: notes and essays contributed in honor of F. W. Taus- 
sig. (New York: McGraw-Hill. 1936. Pp. xii, 539. $5.) 

This book of essays is written by 48 former students and present colleagues 
of Professor Taussig, and published on the occasion of his seventy-seventh 
birthday and retirement from active teaching. The essays cover a number of 
subjects, but are classified under three general heads: (1) international trade 
and tariff problems, (2) wages and capital (including distribution), and (3) 
the social setting of economic activity. Introductions tracing Professor Taus- 
sig’s significant contributions in each of the three general fields are written by 
professors Viner, Schumpeter and Parsons. The essays are mostly of high 
excellence, in spite of their brevity—about 10 pages each; and there is a bib- 
liography of Professor Taussig’s writings. The book is an impressive reminder 
of the breadth of Professor Taussig’s scholarly interests, of the wide variety 
of fields in which he made significant contributions, of the judicious balance of 
his conclusions on most problems, of the effectiveness of his teaching, and the 
wide ramifications of his influence. It is a fine tribute to a great scholar and 
teacher, a tribute richly merited. 


JOHN IsE 


Economic History and Geography 


The Social Consequences of the Economic Depression. By WHLADIMIR 
WoyTINsKy. Stud. and rep., ser. C (Employment and Unemploy- 
ment), no. 21. (Geneva: Internat. Labour Office. Washington: In- 
ternat. Labour Office. 1936. Pp. xi, 364. $2.00.) 


This book condenses into surprisingly few pages a remarkably clear pic- 
ture of the course of the depression in most of the leading nations of the 
world. The comparative effects upon different classes of the population 
are set forth concisely and clearly. Professor Woytinsky has analyzed the 
varied statistics of the different nations and apparently has performed 
successfully the difficult task of reducing them to forms which are com- 
parable. The result is a work which should be perused carefully by every 
open-minded inquirer into the nature of cyclical phenomena. 

However, the man who cherishes the belief that the recent depression 
was due entirely to the misdeeds of the opposing political party will do 
well to avoid this book, for it shows that the decline followed much the 
same pattern in each of the nations studied, regardless of whether the 
government was conservative or radical, despotic or democratic. Russia 1s 
not included in the picture, hence the study throws no light upon the 


question of whether or not socialism furnishes an effective safeguard against 
depression. 
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The book should be shunned also by those who adopt a fatalistic attitude 
and hold that, once a depression is under way, the best policy is to let it 
wear itself out; for Professor Woytinsky’s tables indicate that, in nations 
like Great Britain, Japan, Chile, and New Zealand, in which correct 
remedial action was taken early, the depression terminated in 1931, but in 
nations like Belgium and France, where nature was allowed to take its 
course, the depression was still in full swing as late as 1934. 

The book is a veritable mine of information. The following facts impress 
the reviewer as of outstanding importance: 


(1) In nearly all countries, small enterprises, being mostly family affairs, and 
hence unable to discharge employees, cut radically the prices of their 
products, while large enterprises maintained prices, reduced production and 
discharged employees. For this reason, agricultural production declined a 
little, but prices of agricultural products collapsed. On the other hand, 
manufacturing production declined sharply, but prices of factory products 
were well maintained. Under such circumstances, farmers were unable to 
buy their usual quota of manufactured goods. They suffered further from 
the fact that sharply lowered prices made it difficult or impossible for them 
to pay their debts. 

) Manufacturing countries in some cases profited at the expense of agricul- 
tural countries because they were able to exchange small quantities of manu- 
factured products for large quantities of food. 

(3) In most nations, even including the poorer ones of Europe, the unemployed 
apparently received enough aid from others or secured enough odd jobs to 
enable them to buy nearly the usual amount of the most basic necessities. 
As a result, per capita consumption of the lower-priced foods showed little 
tendency to decline. To the unemployed, the depression meant, therefore, 
not starvation but rather mental suffering and loss of luxuries. 

(4) Everywhere the decline in output was heaviest in the case of production 
goods. This decline evidently did not reduce immediate consumption but, 
by hampering future production, lessened future consumption. 

(5) In most nations, deposits in savings banks increased in volume during the 
depression. Almost nowhere did they show serious declines. Deposits by 
those members of the middle and upper classes who were afraid to invest 
in enterprise offset the withdrawals made by the unemployed. 

Throughout the depression, therefore, large reserves of ready cash were 
always at hand, and these reserves could be used to expand the total volume 
of buying whenever confidence returned. Here apparently, we have revealed 
an explanation of why revival is possible and how it starts. 


( 


Professor Woytinsky apparently gives no weight to the mass of ac 
cumulated evidence which indicates strongly that the force causing variations 
in business comes mainly from the side of demand rather than from the 
side of supply; for he still looks for the explanation almost wholly in supply 
factors. He ignores entirely the part played by widespread purchasing on 
credit, and gives practically no consideration to the réle of price and wagt 
rigidity in assisting production to decline and unemployment to increase. 
Since, however, the main end of the study is not to explain whys and 
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wherefores, but to set forth statistical facts, these shortcomings are not to 
be taken too seriously. 
WILLFORD I. KING 
New York University 


The Institution of Property: A Study of the Development, Substance and 
Arrangement of the System of Property in Modern Anglo-American 
Law. By C. REINOLD Noyes. (New York: Longmans Green. 1936. 
Pp. xiv, 645. $7.50.) 

A large number of readers will be stimulated and inspired by this cour- 
ageous attempt to study the development of the concept of property in its 
relations to social and economic organization. The vivid sense of an evolu- 
tionary development will suggest many new problems to students of institu- 
tions, as well as to students of law. But the magnitude of the project has 
not been sufficiently appreciated by the author, and the limits of possible 
achievement have not been recognized in the plan of the work. 

Mr. Noyes desires to establish the thesis that the concept of property in 
English law of the late eighteenth century provides a more significant basis 
for the development of legal and social analysis than the concepts derived 
from the Roman law of modern Europe. The concept of ownership, in 
particular, seems to Mr. Noyes to be especially misleading and unfortunate, 
because ownership as such is not divisible into an aggregate of rights and 
seems to imply the control of concrete objects as “things.” Modern condi- 
tions lead him to believe that we should place more emphasis upon the 
eighteenth century concept of “property” as an aggregation of “rights,” 
capable of much subdivision. There is much in this thesis that is attractive, 
and it is possible that these phases of property rights need more emphasis 
than they have received from writers on jurisprudence. It is not clear, how- 
ever, that appropriate modifications of the concept of ownership would lead 
us to Mr. Noyes’s conclusion, or to his sharp criticisms of the civilians and 
their followers. 

The weakest portion of the present treatise is the single chapter devoted 
to the feudal system of property. This section is given only 60 pages, about 
one-tenth of the entire work. No attention is paid to the feudal law of 
Continental countries. There is no recognition of any of the concrete eco- 
nomic problems that underlay the organization of rural life in the Middle 
Ages. The inadequacy of this treatment of feudalism is serious, because the 
significance of the civilian concepts of ownership and contract turns upon 
the antithesis between the Roman law as an organization of city life and 
the feudal principles as an organization of rural life. There is a vital mis- 
understanding of the origins of feudalism and its relation to Roman law. 
Mr. Noyes holds that the medieval jurists found their chief contacts with 
Roman law in the law of the Republican period. He seems to have little con- 
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sciousness of the importance of dependent tenures in the Imperial period, 
or of the extent of Greek and Egyptian influences. No use is made of any 
of the Codes: either those prior to Justinian, or Justinian’s compilation. 

This sketchy treatment of medieval law was deliberate. The difference in 
treatment is clearly evident in the documentation. The discussion of Roman 
law is based upon a careful study of the Twelve Tables, the laws of the 
Republic, and the Institutes of Gaius. It is dangerous to treat Gaius as 
representative of the whole school of classic jurists; but one understands 
the purpose of this concentration of attention. The chapter on medieval law 
is based entirely upon secondary texts. Holdsworth and Pollock and Mait- 
land have been extensively used. Unfortunately, extensive use has been 
made of the dangerous and inadequate work of Fustel de Coulanges. The 
account of the origins of feudalism is largely based on Fustel. Substantial 
documentation is not in evidence until we reach the time of Blackstone. 
Thereafter, the documentation is abundant and significant. The treatment 
of modern law is closely related to the concepts presented in the studies of 
the law of contracts and property issued by the American Law Institute. One 
cannot pass so readily from Gaius to Blackstone. Without more study of 
medieval law, there is no basis for a formulation or for an appraisal of the 
antithesis presented by Roman and feudal law. 

Despite these weaknesses, the volume is an important contribution to the 
literature of institutions and to legal history. Historians will be deeply im- 
pressed by the careful scrutiny of concepts, both in early Roman law and in 
modern law. Mr. Noyes has a refreshing consciousness that the meanings of 
words change. His studies of the terms dominium, jus, and res are illumin- 
ating both in method and in content. He takes much pains with his cate- 
gories in the modern period, and much of this discussion is of permanent 
value, because it is not very deeply involved in the historical thesis. It is a 
pity that the value of these positive achievements should be marred by 
over-generalization, and by the failure to appreciate the magnitude of an 
undertaking which involved a rigid evolutionary analysis of the history of 
these basic concepts over the entire course of legal history. 


ABBOTT PAYSON USHER 
Harvard Universit) 


The Hill Country of Northern New England: Its Social and Economic His- 
tory, 1790-1930. By HAROLD FIsHER WILSON. (New York: Colum- 
bia Univ. Press. 1936. Pp. xiv, 455. $4.25.) 

Mr. Wilson’s book constitutes a carefully developed study of the eco- 
nomic and social development of the “upland interior area of New Eng: 
land, comprising most of the three northern states” since 1790. On more 
than one occasion the organization of life in northern New England has 
been challenged by economic forces of considerable magnitude. It has there- 
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fore been necessary to make crop changes, to devise ways and means of 
meeting competition from more favorably situated agricultural areas, to 
develop specializations by utilizing as efficiently as possible the resources 
at hand and by taking advantage of proximity to a rapidly growing market 
in southern New England. 

These essential problems emerge clearly in Mr. Wilson’s description and 
analysis of the series of major adjustments that the hill country was 
obliged to make since early frontier days. Even in the age of self-sufficiency, 
till the third decade of the last century, the lure of western lands was re- 
sponsible for population decline in many townships. This drain to the 
West was to continue for many years, accentuated by other departures from 
the hill country to the cities. The railway development of the forties and 
fifties, together with the rapid growth of industry in southern New England 
opened a market for cash crops. But the railway development was not an 
unmixed blessing. Even as it opened new markets and in many cases was 
a boon to towns on the lines, it also brought with it the competition of 
cheaper agricultural products from other states. As the century drew to a 
close it became apparent that specialization of production was imperative. 
The author's detailed story of the shift from a ‘‘meat-wool-and-grain region 
to a dairy-fruit-potato-poultry-and-truck-crop territory” and all the problems 
that this entailed is very enlightening. 

Much has been made of the process of farm abandonment, the natural 
result of drastic economic readjustments. It was a problem that attracted 
the serious concern of New England authorities who tried to stem the tide. 
On this question Mr. Wilson’s analysis is sound. He points out that there 
is no reason to mourn the passing of uneconomic agricultural units. How- 
ever, his assumption that those who abandoned their farms improved their 
condition by so doing does not necessarily follow, and the facts presented 
do not warrant such an assumption. Surely, all that we can say without fur- 
ther investigation is that the man who leaves his farm hopes to better his 
condition. This process of retrenchment and farm abandonment resulted in 
the emergence of some “decadent” communities, a fact that produced a 
marked impression on many observers of a few decades ago. But the au- 
thor contends that these communities were by no means characteristic of the 
entire region. He goes on to say that “to assume that they represented condi- 
tions in rural New England as a whole was like judging a city by its slums’’ 


-—an unfortunate analogy. VERA SHLAKMAN 
Smith College 


The Canadian Commercial Revolution, 1845-1851. By GiLBERT N. 
Tucker. (New Haven: Yale Univ. Press. 1936. Pp. 258. $3.00.) 

As a detailed study of one of the most important crises in the history 

of Canadian policy, this book is of great value. The economic origins of the 
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crisis, with which the book is chiefly concerned, were two: an international 
trade depression, and the termination by Great Britain of its policy of 
colonial tariff preference. The conclusions are that the latter factor, while 
attracting more contemporary attention, was of less importance than the 
former, and that the crisis was solved less by government policy than by 
business recovery, railway construction, and the acceleration of Canadian 
development. 

Included in an analysis generally sound, are many original observations 
and much new emphasis. Excellent treatment is given, for example, to 
the famine migration of 1847, and to the weakness of Canadian credit in 
the London money market. 

Little criticism can be made of Professor Tucker’s treatment of his subject 
within the limits which he has set himself. But might the limits not have 
been extended a little? By confining himself less strictly to his period 
(references even to the Rebellion of 1837 are surprisingly slight), and by 
considering more fully the permanent conditions and perennial problems of 
the Canadian economy, he might have made more obvious the significance 
of the crisis of 1845-1851. 

Canada’s boundaries, determined in 1783, delimit a territory of great 
economic advantages, but also of serious weaknesses. The extensive pro- 
duction of certain commodities is encouraged by abundance of resources, 
but dependent upon the existence of transportation facilities and foreign 
markets. Economic development, rapid at times, has been made precarious 
by market instability. The wheat market especially has been disturbed, both 
in early and in recent times, not only by the ordinary menace of general 
depression, but also by crop-fluctuations and by special government inter- 
vention. Fluctuating markets for staple products have at certain periods 
put extreme pressure upon all interests in the Canadian economy—the 
farmers, the commercial class, the public finances, the manufacturers. 
Canadian political history is in the main a by-product of the efforts of 
interest-groups to ameliorate their condition. Government intervention, 
required for such fundamental services as the provision of transportation 
facilities and foreign markets, has been utilized by the stronger groups for 
their particular benefit; Canadian economic development has thus become 
politically determined to an uncommon degree. 


F. W. BURTON 
St. John’s College 


The Clash of Progress and Security. By ALLAN G. B. FisHER. (London: 
Macmillan. 1935. Pp. xiii, 234. 8s. 6d.) 

Professor Fisher's argument is that depressions are due primarily to 

failure to preserve the balance among industries in a progressively growing 
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economy. As the industries producing food and the prime necessities are 
developed, excessive emphasis upon them leads to depression. 

From this point of view Professor Fisher attacks the policies of govern- 
ments in dealing with the world depression, particularly the policies which 
encourage the growth of the food industries. Arguing that the growth of 
demand in a progressive country will be analogous to the change in the 
distribution of demand which is evident in an industrial population at 
successively higher income levels, he contends that “the only satisfactory 
solution of problems of technological unemployment lies in the more rapid 
expansion of personal services and other types of work akin to personal 
services.” His list of “‘tertiary” activities includes “facilities for travel, amuse- 
ments of various kinds, governmental and other personal and intangible 
services, flowers, music, art, literature, education, science, philosophy and 
the like.” The thought is that the expansion of these activities will attract 
groups of people whose former occupations will thus become open and 
that by multiple transfers certain groups of the unemployed may be ab- 
sorbed; and that the growth of luxury occupations will so restore the indus- 
trial balance as to create a market for the products of other industries and 
thereby revive employment in those industries. 

There are few breaks in the neo-classical foundation of Professor Fish- 
er’s argument. Industrial change is conceived as change in demand and 
supply. Economic institutions and the character of economic organization 
are largely disregarded in dealing with the breakdown of an economy. 
“The fundamental principles which need to be emphasized are equally 
important, whether the structure of our society is to be capitalist, com- 
munist or anything else.’ Hence the pecuniary character of a society may be 
ignored; a fixed quantity of purchasing power for apportionment may be 
assumed; credit may be regarded as saved money; and the problem of 
industrial balance may be dealt with as one of apportioning effort in accord 
with the flow of the buyers’ purchases. 

It is true that the introduction of a technical improvement does not by itself 
generate any additional purchasing power. Consumers (or monopolists) have more 
to spend, but there is an equivalent reduction in the purchasing power of displaced 
labourers and of capitalists who find their dividends shrinking. The volume of 
purchasing power will, however, be maintained as soon as productive resources are 
transferred to new fields. The transfer creates the new goods and services which 


the march of progress demands, and at the same time the production of new 
goods and services keeps up the volume of purchasing power. 


At one point, however, institutional factors enter the argument. The 
failure of capitalists to invest in the luxury trades because of the greater 
chances for profits there must be explained. Accordingly, much of the book 
is devoted to a penetrating analysis of the obstacles to the transfer of 
capital and labor into new fields. Among them are the excessive avoidance 
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of risk, unwillingness to sacrifice existing investments and skills, obstacles 
set up by those already in the field who resent increased competition, 
progressive taxation of large incomes, and the like. The result of such fac. 
tors is held to be a tendency toward chronic and cumulative errots in in- 
vestment which create an appearance of over-saving such as Hobson de. 
scribes, and leave capital equipment derelict in the manner described by 
Hayek. Thus the argument cuts through the controversy between these two, 
segregates the departure from orthodoxy as much as possible, and rests 
solidly upon its faith in the significance of the proper balance among indus. 
tries. 

One must wonder what would have become of Professor Fisher's argu- 
ment if he had paid the same attention to institutional factors elsewhere as 
he does in discussing the motives underlying capital investment. 

CorWIN D. EDWARDs 

Washington, D.C. 

NEW BOOKS 
BALDWIN, S. Business in the Middle Ages. (New York: Holt. 1937. Pp. xi, 106, 
$1.) 

This little book contains information and misinformation about the busy- 
ness of certain medieval groups such as cultivators and artisans. It fails, how- 
ever, to record the real pattern of medieval business, as we might expect from 
a lack of familiarity with source materials, especially Italian. Like Goldsmith's 
histories, it reads well. 


N. S. B. G. 


Bemis, S. F. A diplomatic history of the United States. (New York: Holt. 1936. 
Pp. xii, 881. $4.) 

This excellent book begins with a brief sketch of the part played by the 
Americas in European politics in the centuries preceding American independ- 
ence, and proceeds to a careful account of our subsequent diplomatic history. 
Part 1 deals with the foundations, part 2 with expansion, part 3 with the 
twentieth century, including much that happened as late as 1936. There are 
35 maps and a number of tables and diagrams, the latter largely of a com- 
mercial and financial nature. 

The book is more than a history of American diplomacy; it is rather a 
history of America’s international position. This may be illustrated by the 
fact that the author gives considerable attention to economic facts and forces— 
it is this which brings it fully within the field of interest of the specialist in 
international economic relations and, indeed, of economists in general. For 
example, chapter 26 includes treatment of foreign investments in China; chap- 
ter 32 of financiers’ profits from American neutrality in the early years of 
the World War; chapter 37 of war debts and reparations; chapter 38 deals 
entirely with “economics and diplomacy,” 7.e., with such topics as tariffs, 
trade agreements, the merchant marine, capital flows, and the change in 
America’s creditor position. 

In the last chapter the broad conclusions are concise and succinct. The 
author believes that few major mistakes were made in the foreign polig 
from 1775 to 1898; that thereafter there were many blunders, some of them 
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protean, when we were trying to take a place in the sun; but that very recently, 


. with some important exceptions, we have tended to liquidate our imperialistic 
ms and other follies, and to return to that continental policy which was “‘instinc- 
\C- tive with the Fathers” and which, if again pursued, will not lead us astray. 
n- Even here, however, the author’s critical appraisals are incisive. Students of 
le- economics and politics, as well as of history, will read this book with interest. 
by JOHN DONALDSON 
” BRANDAU, G. Ernteschwankungen und wirtschaftliche W echsellagen, 1874-1913. 
“ (Jena: Fischer. 1936. Pp. viii, 107. RM. 4.50.) 
- CALLAHAN, J. M. American foreign policy in Canadian relations. (New York: 
Macmillan. 1937. Pp. x, 576. $4.) 
su A scholarly work in the field of diplomatic relations, this contains chapters 
as on the reciprocity treaty of 1854; reciprocity and fisheries, 1872-89; and the 
Bering Sea fur seals controversy. The volume is thoroughly documented and 
| will prove valuable to the economic historian. 
| CARLSON, F. A. Geography of Latin America. (New York: Prentice-Hall. 1936. 
Pp. xxii, 642. School, $4; business, $5.) 
This is the most elaborate and comprehensive of several geographies of 
06. Latin America by North American authors that have sens within the last 
few years. It contains a great wealth of factual material presented in statistical 
sy: tables and graphs. These do not dominate the text, however, which is attrac- 
ww. [tively written for the most part and is enlivened by numerous maps and 
om illustrations. The result is a pleasing as well as an informing volume. Each 
+h’s chapter is followed by a bibliography of selected references, and the appendix 
consists of a pronouncing list of geographical names and a satisfactory index. 
" _ Enough history accompanies the descriptions of localities to strengthen the 
reader's interest and to explain more fully than otherwise might be the case 
36. J the material development and the institutional features of different regions. 
The book promises to ~~ to both students and general readers and to serve 
the J —as an excellent guide for those who contemplate traveling or sojourning in 
nd- Latin America. 
ory. Victor S. CLARK 
the 
are  Cator, W. L. The economic position of the Chinese in the Netherlands Indies. 
om- — $$ (Chicago: Univ. of Chicago Press, under the auspices of the Secretariat of 


the Inst. of Pacific Relations. 1936. Pp. xi, 264. $3.) 


The first comprehensive account in English, since 1924, of an important 
migration movement in the Pacific and its economic and political results. 

CHALKLEY, H. O. Report on economic and commercial conditions in the United 

States of America, December, 1936. (London: H. M. Stationery Office. New 


w 
=D 


For York: British Library of Information. 1937. Pp. vii, 205. 95c.) 
mp CHEN, P. T. Recent financial developments in China (1934-1936). Reprinted 


: from The Chinese Year Book, 1936-1937, 2nd issue. (Nanking: Chinese Year 
leals Book Pub. Co. 1936. Pp. 548-778.) 


) ClapuaM, J. H. The economic development of France and Germany, 1815- 


¢ in 1914. 4th ed. (Cambridge, England: Univ. Press. New York: Macmillan. 
1936. Pp. ix, 420. $4.25.) 

ie Cark, C. D. and Roserts, R. L. People of Kansas: a demographic and socio- 

olicy 


logical study. (Topeka: Kansas State Planning Board. 1936. Pp. ix, 272. $2.) 
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For this study a professor of sociology at the University of Kansas and a 
“technical assistant’ of the Kansas State Planning Board secured the co. 
operation of various departments of the state government, the University of 
Kansas, the Kansas Emergency Relief Committee, and the Kansas State Col. 
lege. William Allen White in a characteristic foreword commends the book 
“to scholars and to Kansans who love their state’’ and wish to understand 
why Kansas is Kansas instead of Oklahoma, Nebraska, Colorado or Missouri, 

The authors attempt to compromise between the temptation to win profes. 
sional approval by a formal technical presentation and the desire to appeal 
to a larger public which shrinks from abstruse sociological jargon. They em- 
ploy ‘‘a scientific frame of reference” but present as much as possible of the 
subject-matter in “the language of common sense.” ‘So far as method is 
concerned, the only claim to originality’ which they advance “is the pro. 
cedure by which demographic sub-regions have been established and system. 
atically employed in the analysis.” This they think the lay reader will under. 
stand as well as the specialist. 

The book tells the story in simple, concise, cautiously emphasized language, 
of a “process of pioneer settlement’’ in the territorial days which ended with 
1860 and in the years of statehood since. It describes successes and failures 
typical of the “long series of experiments in land utilization.” Relying largely 
upon data derived from the United States census the authors set forth their 
socio-economic interpretation of the life of the people of Kansas for every 
decade from 1860 to 1930. There are chapters on racial and national origins, 
changes in interstate migrations, the trend of urban growth, changing age and 
sex composition, birth and death rates, and the family and marital condition. 
Other chapters discuss the agricultural and rural adjustment effected by 1930- 
1935, the question of what is happening to the small town, and the significance 
of socio-economic factors not previously “explicitly described or analyzed” 
such as the occupational factor, the decline in the ownership of farm homes 
and the increase in the ownership of town and city homes. 

Looking ahead, the authors think that the population of Kansas will soon 
become stationary, assert that this may be a net gain for the state, and urge 
“the agencies of local and state planning” to mect the challenge with energy 
and intelligence. 

WiLuiAM M. DuFFus 


CONDANARI-MICHLER, S. Zur friihvenezianischen Collegantia. (Munich: Beck’- 
sche Verlagsbuchhandlung. 1937. Pp. 124.) 

Cou_ter, E. M. William G. Brownlow: fighting parson of the southern high- 
lands. (Chapel Hill: Univ. of North Carolina Press. 1937. Pp. vii, 432. $3.50.) 

CUMMINGS, H. and MCFARLAND, C. Federal justice: chapters in the history of 
justice and the federal executive. (New York: Macmillan. 1937. Pp. ix, 576. 
$4.) 

In these days of controversy regarding the Supreme Court this book makes 
interesting reading. Essentially it is a history of the Attorney General’s office 
and of the efforts of the Attorneys General to enforce the laws of the United 
States, but as these efforts usually terminate in the Supreme Court this book 
is also a brief history of the most important cases appearing before that tribunal. 
It is written with skill, heavily documented, dependable and generally free 
from bias. In the volume are several chapters of particular interest to economists, 
especially those dealing with railroad cases, telephone patents, land claims, 
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P monopolies and labor. In these fields the chief contribution of the volume is 
0- the light thrown on the procedure surrounding the enforcement of economic 
of legislation and the difficulties encountered. 
. Although the volume does not in any way carry this as its thesis, the reader 
ok cannot but feel the difficulties of the réle played by the Attorney General and 
ad his staff. Never adequately supported financially by Congress, they have at- 
ti tempted to enforce laws the meaning of which Congress itself is often not 
. certain of and sometimes not even interested in enforcing. Its business is to 
al safeguard what are considered the interests of the United States against those 
n who would illegally jeopardize them; and it must do this quite often with 
he no help from the Supreme Court and no codperation from other federal de- 
is partments. Its very initiation of cases is usually dependent on the will of the 
O- President. On the whole the law-enforcing activities of the Attorneys General 
D- have been unhappy, full of failures and disappointments; but, considering 
of. the disadvantages under which they have worked, the record has been a 
creditable one. In the never ending conflict between the activities of the 
re. special interests and the general welfare, the Attorneys General have often 
th found the courts a chief stumbling block. 
H. U. FAULKNER 
ly Darpy, H. C., editor. An historical geography of England before A.D. 1800. 
a (New York: Macmillan. 1936. Pp. xii, 566. $7.) 
4 The 14 studies brought together in this volume survey the whole course 
s of English history, beginning with a study of settlement in pre-Roman Britain. 


Some of the papers present new material, but most of the facts are already in 
print. On many subjects, however, the material is incompletely accessible to 


é most of us, unless our bibliographies and libraries include the wide range of 
rs periodicals in erudite and allied fields from which much information has been 
drawn. The critical discussion of the material itself is not carried as far as 
- might be desirable, as the writers have defined their task somewhat narrowly. 
The geographical oo and interpretation is highly original and signifi- 
- cant. Despite careful treatment of a number of isolated problems, there is 
8° § —_ nowhere available any such systematic geographic analysis of the archeological 
8Y fF and statistical material on settlement and trade which has been accumulating 
so rapidly in recent years. The materials available for the history of inland 
transport have also been carefully utilized, and there are excellent chapters on 
, & the drainage of the fens and on the development of London. Several soil maps 
k "are presented, and the relation of the different soil types to agriculture is 
F + discussed with care. Population ‘s treated in four of the studies. Maps show 
the distribution of the recorded population in 1068 and in 1377. The maps 
)) '_ for 1700 and 1801 are based on familiar figures, but curiously enough no use 
| has been made of Rickman’s estimates for 1570 and for the seventeenth 
6 century. 

ABBOTT PAYSON USHER 
= » Doren, A. Storia economica dell’ Italia nel Medio Evo. Annali di Economia, 
ed i vol. xi. (Padua: Milani. 1936. Pp. 649.) 
ok & The formative years of the economic system of medieval Italy and the period 
a. of its greatest prosperity are the subject of this scholarly, well written book. 
ree The translation from the German is by G. Luzzatto, who has added moderately 
ts, to its bibliography (pp. 619-649). 
ns, R. F. F. 
une 1937] Economic History and Geography 349 
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Epwarps, E. E., compiler. A /ist of American economic histories. Bibliog. con. 
tribs. no. 27. (Washington: U. S. Dept. of Agric. 1935. Pp. 25, mimeo. 
graphed.) 

—_————.. References on economic history as a field of research and Study, 
Bibliog. contribs. no. 31. (Washington: U. S. Dept. of Agric. 1936. Pp. 83, 
mimeographed. ) 

—_————.. References on the mountaineers of the Southern Appalachians. 
Bibliog. contribs. no. 28. (Washington: U. S. Dept. of Agric. 1935. Pp. 148, 
mimeographed. ) 

—__—_—_—.. References on the significance of the frontier in American bistory. 
Bibliog. contrib. no. 25. (Washington: U. S. Dept. of Agric. 1935. Pp 
63, mimeographed. ) 


————.. Selected references on the history of agriculture in the United 
States. Bibliog. contribs. no. 26. (Washington: U.S. Dept. of Agric. 1935. Pp. 
31, mimeographed. ) 

Eyre, E., director. European civilization: its origin and development. Vol. V. 
Economic history of Europe since the Reformation. (New York: Oxford Univ. 
Press. 1937. Pp. vi, 1328. $7.50.) 

FAULKNER, H. U. Economic history of the United States. Rev. ed. (New York: 
Macmillan. 1937. Pp. xv, 319. 80c.) 

Revision of the “compressed” history, first published in 1928. Chapter 15, 
“The new century,” has been brought down to date, and a new chapter on 
the depression has been added. There is an extended list of “working” refer- 
ences. 

HANNA, F. A. Wisconsin during the depression: industrial trends and tax bur- 
dens. Bull. no. 5. (Madison: Univ. of Wisconsin. 1936. Pp. 57.) 

Hauser, H. Recherches et documents sur histoire des prix en France de 1500 
a 1800. (Paris: Les Presses Modernes. 1936. Pp. 522.) 

HorraBin, J. F. An atlas of current affairs. 3rd ed., rev. (New York: Knopf. 
1937. Pp. x, 149. $1.50.) 

First edition published in 1934. Revision shows the recent developments in 
Spain, Soviet Russia, Ireland, Palestine, China, Persia and Africa. 


. An atlas of empire. (New York: Knopf. 1937. Pp. xii, 141. $1.50.) 

The third of the series of compact atlases prepared by Mr. Horrabin. The 

present volume contains 70 maps covering colonial possessions in the five 

continents and the Pacific islands. Opposite each map is a page of text, briefly 
describing the resources of the respective colony. 

KING, G. Two tracts. (a) Natural and political observations and conclusions 
upon the state and condition of England; (b) Of the naval trade of England 
A° 1688 and the national profit then arising thereby. Edited by GEorGE E. 
BARNETT. (Baltimore: Johns Hopkins Press. 1936. Pp. 76. $1.50.) 

KENNEY, J. P. A continent lost—a civilization won: Indian land tenure in 
America. (Baltimore: Johns Hopkins Press. 1937. Pp. xv, 349. $4.) 

Knoop, D. and Jones, G. P. An introduction to freemasonry. (Manchester: 
Manchester Univ. Press. 1937. Pp. vii, 136. 3s. 6d.) 

LEDERER, E. Japan in world economics. (New York: New School for Social 
Research. 1937. Pp. 32. 25c.) 

Leg, H. K. Land utilization and rural economy in Korea. (Chicago: Univ. of 
Chicago Press, under the auspices of the Secretariat of the Institute of Pacific 
Relations. 1936. Pp. xii, 302. $3.) 
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n- Maccosy, S. English radicalism, 1832-1852. (Chicago: Univ. of Chicago Press. 
0- 1937. Pp. 462. $5.) 


MEAD, M., editor. Codperation and competition among primitive peoples. (New 
York: McGraw-Hill. 1937. Pp. 543. $4.) 
3 PLiiss, M. Die Zukunft der Weltwirtschaft und vorausschauende schweizerische 
W irtschafts politik, (Basel: Majer. 1936. Pp. 48. 2 fr.) 
Pliiss says that beyond a certain point the disadvantages which accrue from 
the division of labor more than offset the advantages. These disadvantages are 


8, in the nature of friction in the economic system. When the point is reached 
where disadvantages outweigh advantages, we get a crisis or depression. Since 
7: depressions and unemployment are caused by the division of labor, the former 
P. can be avoided by reducing the latter. Pliiss “demonstrates” with both the 
historical and theoretical approaches that a development toward national self- 
ed sufficiency is inevitable. Even though historically inevitable, he recommends 
»p. that Switzerland do its bit to help the inevitable by shutting off all save the 
“naturally necessary” amount of international trade—especially the imports! : 
Vv. Kar_ R. Bopp 


PritcHARD, E. H. The crucial years of early Anglo-Chinese relations, 1750- 
1800. Research stud., vol. iv, nos. 3-4. (Pullman: State Coll. of Washington. 

k: 1936. Pp. 95-442. $1.75.) 

SBAROUNIS, A. J. André M. Andréadés: fondateur de la science des finances en 


Ds, Grece. (Paris: Recueil Sirey. 1936. Pp. viii, 294.) 

= No one can question the place of Professor André M. Andréadés as the 
al founder of the science of finance in Greece. A few words relative to his con- 
4 tributions do not seem inappropriate here. Appointed by the University of 


Athens to a lectureship in 1902, he was promoted in 1906 to the chair of 
00 public finance and statistics, a position which he held until his untimely death. 
Professor Andréadés was perhaps best known for his great work on The 
; History of Greek Public Finance. The first volume, which appeared in Greek 
in 1918, was translated into German and English. The second volume dealing 
with Alexander and the Hellenistic age appeared in 1930; it is stated that 
his uncompleted notes on the Byzantine period will be published in the 
near future; and the financial history of Hellas from 1812 to 1919 was prac- 
).) tically untouched. 


rhe Important contributions, especially in the widely diversified fields of money 
Ive and banking, demography, and English politics, have appeared in both serious 
fly and popular British and Continental periodicals. He could write easily in 
Greek, English, German and French. His personal library was vast and un- 
ans usually rich in source materials. His monumental work, History of the Bank 
ind of England from 1640 to 1907, gave him immediate recognition in Great 
E. Britain. From 1905 to his death, he was the correspondent in Greece of the 
Royal Economic Society. In a span of less than 40 years, A. M. Andréadés 
in has been a beacon of knowledge from a section of the world where the virgin 
remains of a glorious past challenge any student of political economy. 
er: This volume by Dr. Sbarounis, published while the latter held the post 
of director general of taxation in the Ministry of Finance, is a useful reference- 
cial book dealing with the man and his works. The arrangement of the subject 
matter is unusual, yet commendatory. The separate biographical material does 
a not occupy more than a few pages. The hundreds of aie from M. André- 
ific 


adés’ pen are carefully listed. Nearly 50 pages in footnotes consist of reviewers’ 
criticisms (in English, French, German and Italian) of his published mono- 
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graphs. To the student, however, the most valuable contribution of Dr. U1 
Sbarounis is the arrangement of interpolated material according to periods of Us 
Greek history in the light of contributions by this national authority. Thus, 

there are 80 pages devoted to ancient Greece up to the Battle of Chaeronea 

47 pages on the Graeco-Macedonian epoch, 40 pages on the Byzantine epoch, 

and 15 pages on the subsequent period. Furthermore, scattered writings cited 

in this thoughtful biographical study should be consulted by the historians 
specializing in the times of Turkish rule, the War of Independence, and the 

past century of revival. ELioT G. MEars 


Sun, C. Y. and CHANG, C. H., editors. The Chinese year book, 1936-37. (New 
York: Stechert. 1936. Pp. 1596. $10.) 

SHLAKMAN, V. Economic history of a factory town: a study of Chico pee, Massa- 
chusetts. Smith Coll. stud. in hist., vol. xx, nos, 1-4. (Northampton: Smith 
Coll. Dept. of History. 1936. Pp. 264.) 


The Council of Industrial Studies of Smith College, in this second publica. 
tion, continues its study of the development of the Connecticut Valley region. 
Local unpublished material has been used, company records, diaries, letters, 
as well as newspapers and available historical works. The result is a study of 
great interest, with much illuminating detail on business development, labor 
conditions, and community life throughout the period. 

Chicopee, lying in close proximity to Holyoke and Springfield, has had an 
interesting development. A rural village from the late seventeenth century 
until the 1820’s, it then experienced a sudden transformation into a mill town, 
when the Boston capitalist group which was establishing industry throughout 
New England came into Chicopee, harnessed its water power, built mills and 
houses for workers, and sent agents out into the countryside to find young 
women willing to enter the cotton mills. The development of a local business 
or middle-class group came later, in enterprises serving the cotton mills or 
using their waste products, and in small businesses supplying consumption 
goods for local use. Other enterprises developed with local investment, and 
for a time during and after the Civil War, Chicopee was a “balanced industrial 
community.” After 1890 the infiltration of new capital developed the larger 


industries, the proportion of skilled to unskilled workers fell, opportunities W 
for mercantile expansion declined, and the community “reverted to the posi- 

tion of a purely factory town.” The order of economic development is strik- W 
ing, with the dominance in early industrial history of ‘‘finance capitalism,” the 
later rise of a local middle class, and finally the decline of the middle class, W 


relative increase of the factory population, and dominance again of absentee 
ownership in a typical factory city. The working class meantime had changed 


from the Yankee group of the early period to a permanent factory population Y 
of Irish, French-Canadians and Polish. 
All of this is illuminated by text and appendix tables on business ownership Zi 
and operation, profits and dividends, wage rates and earnings, and various 
other indicators of community life. A bibliography and index are included. Fa 
EmILy C. BROWN 
SimPSON, E. N. The ejido: Mexico’s way out. (Chapel Hill: Univ. of North 
Carolina Press. 1937. Pp. xxi, 849. $5.) ; 
SMITH, J. R. Our industrial world. New ed. (Philadelphia: Winston. 1936. Pp. N 
414. $1.60.) 
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Dr. Urey, F. Japan’s feet of clay. (New York: Norton. 1937. Pp. 393. $3.75.) 
sof UyEHARA, S. The industry and trade of Japan. 2nd ed. (London: P. S. King. 
us, 1936. Pp. xii, 259, 12s. 6d.) 

aca, The book first appeared a decade ago; and this is its second edition with 
ach, the contents brought to date. It presents a statistical survey of the development 
ted of Japan’s industry and trade since 1868, when that country began to adopt 
- the western method of production and distribution of economic goods. The 
7 | more important of the newly developed industries are examined and their 


strength and weaknesses pointed out as they stand today. The way for their 
future development is also indicated. 

New Sericulture has been and still is one of the well-established industries of 
Japan, although it has suffered considerably of late on account of the dis- 


_ turbed market condition of this country and also on account of the rapid 
mith development of the rayon industry. In shipbuilding and shipping Japan has 
achieved a conspicuous position; she now occupies the third place among the 
ica. maritime nations of the world. However, the author says that “in comparison ' 
ion. with other countries, the strength of Japan’s mercantile marine is by no means 
fers, satisfactory. . . .”” (p. 190). A most spectacular development is seen in her 
y of cotton industry, a private enterprise from the very beginning, without any aid 
bot J = from the government. “In 1934 approximately 23.7 per cent of the total value 
of exports was represented by cotton goods” (p. 81). It has already created 
1 an international repercussions of some consequence. 
tury Japan’s foreign trade, which was no more than 26,000,000 yen in 1868, 
wn, grew steadily until it reached a 3,000,000,000 yen mark at the outbreak of 
rout FH => the World War. “The fifth period covering the time from 1928 up to the 
and J present, marks the age of the most highly developed industrialization ever 
ung —% attained in Japan’s economic history, and the remarkable expansion of her 
ness foreign trade, now regarded as a world-wide menace, with which she has 
S of succeeded in building up the present industry and trade. While the rest of 
tion the countries of the world are more or less suffering economic inactivity, Japan 
and alone can maintain her prosperity at a higher rate than that of any other 
trial country” (p. 215). YAMATO ICHIHASHI 
rget 
itis WALKER, E. E., BEACH, W. G. and JAMISON, O. G. American democracy and 
osi- ie social change. (New York: Scribner's. 1936. Pp. xxi, 689.) 
trik- JB) WILLIAMSON, F. T. Germany and Morocco before 1905. Stud. in hist. and pol. 
‘the JP  sci., ser. lv, no. 1. (Baltimore: Johns Hopkins Press. 1937. Pp. 210.) 
lass, Wooparp, F. M. The town proprietors in Vermont: the New England town 
ntee — proprietorship in decline. Stud. in hist., econ. and public law, no. 418. (New 
ged fF York: Columbia Univ. Press. 1936. Pp. 163. $2.50.) 
tion J Youtir, H. C., and others, editors. Tax rolls from Karanis. Michigan papyti, 
vol. iv., part 1. (Ann Arbor: Univ. of Michigan Press. 1936. Pp. 453. $5.) 
ship ZAHN-GOLODETZ, L. L’économie planifiée en U.RS.S. et l'économie dirigée 
ious JB 44x Etats-Unis: étude comparative. (Paris: Nizet et Bastard. 1937. Pp. 159.) 


\ Fascist era, year XV. (Rome: Fascist Confed. of Industrialists, Piazza Venezia, 
N 11. 1937. Pp. 128.) 


The Japan-Manchoukuo year book, 1937: cyclopedia of general information and 


forth statistics on the empires of Japan and Manchoukuo. (New York: Wilson. 1937. 
_Pp. 1315. $7.50.) 
Pp F Norwegian-American studies and records. Vol. 1X. (Northfield, Minn.: Nor- 


wegian-American Hist. Assoc, 1936. Pp. vii, 131. $2.) 
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State law index: an index and digest to the legislation of the states of the 
United States, enacted during the biennium 1933-1934. No. 5. (Washing. 
ton: Supt. Docs. 1936. Pp. x, 1126. $1.75.) 


This covers enactments of 128 sessions of state legislatures; 23,465 gen. 
eral acts and resolutions are indexed. Of these, 10,934 are classed as per- 
manent, general legislation. The volume is of special interest as it relates 
to much emergency legislation. A new feature has been added by a list of 
court cases interpreting the acts included in the digests. 


Statistisches Jahrbuch der Haupt- und Residenzstadt Budapest. XX1 Jahrgang, 
1933; XXII Jahrgang, 1934. (Budapest: Kommunal-Statistisches Amt. 1933: 
1934. Pp. xiv, 628; xi; 594. 15 Pengé, each vol.) 

Statistical abstract for the United Kingdom for each of the fifteen years 1913 
and 1922 to 1935. 80th no. Presented by the President of the Board of Trade 
to Parliament by Command of His Majesty, January, 1937. (London: H. M. 
Stationery Office. New York: British Library of Information. 1937. Pp. xy, 
426. $1.90.) 


Agriculture, Mining, Forestry, and Fisheries 


Income in Agriculture, 1929-1935. By ROBERT F. MARTIN. Stud. No. 232. 
(New York: Nat. Industrial Conference Board. 1936. Pp. xviii, 168. 
$2.50.) 

This volume presents a re-working of the agricultural income figures 
prepared by the Bureau of Agricultural Economics of the United States 
Department of Agriculture and published in Crops and Markets. The new 
estimates are based upon ‘‘an exhaustive analysis and appraisal of the avail- 
able official and other statistics relating to agricultural income and purchas- 
ing power.” 

In revising the estimates of income the author has uniformly revised 
them upward. He disclaims any attempt ‘‘to determine what relations should 
exist between the incomes of farm operators and those of other elements 
of the gainfully occupied population” (p. 143). Still he reaches the con- 
clusion that ‘‘these data lend no credence to the usual findings, directly or by 
implication, made by the Department of Agriculture, to the effect that farm 
operators were during the post-war prosperity period at an economic dis- 
advantage in relation to other comparable elements of the population” (p. 
139). It scarcely seems reasonable to conclude that no attempt was made 
by the author to determine, at least by implication, what relations should 
exist between the incomes of farm operators and the incomes of others or 
at least when there was economic disadvantage. 

In chapter 10 comparisons are made between the net farm incomes of 
farm operators and the incomes of salaried workers and wage earners in 
specified industries. In these comparisons no mention is made of the fact 
that the net income of the farm operator includes both the net income for 
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the farmer’s labor and the net income on the investment furnished by the 
farmer. If the income from the labor of the farmer is to be compared with 
the income of wage earners it would seem reasonable to expect that allow- 
ance would be made for the fact that the farmer furnishes an investment 
of several thousand dollars in tangible goods while the wage earner fur- 
nishes no comparable items. The estimates of the author include the esti- 
mated earnings of farmers for work off of the farm. 

In considering the value of the unpaid family labor attention is called 
to the fact that such labor has “no alternative employment possibility.” 
Apparently this fact influenced the author in reducing the value of the 
unpaid family labor. However, in valuing the products produced on the farm 
and used for the farm family living as a part of the farm income, this 
argument was entirely forgotten; and these products were valued at retail 
prices rather than the alternative sale price which the farmer could have 
secured had the products not been used by his family. The author attempts 
to bridge over the problem of differences in living costs on farms and in 
towns by valuing farm-consumed farm products at retail prices and includ- 
ing the resulting values in farm income. The problem of this difference 
in living costs is a real one but the method used confuses the issue by 
injecting relative living costs into determination of relative monetary in- 
comes. Such procedure confuses rather than clarifies the problem. 

The Department of Agriculture’s estimates of the value of unpaid 
family labor are lowered by the author. In his discussion of this problem 
one is led to believe that he ignores the labor of farm women in the 
business of the farm. In view of the importance of the work of farm women 
with the dairy and poultry enterprises in particular, this omission would 
seem to be unwarranted. In dividing the taxes into those paid on the 
farm house and those paid on the farm as a business, valuations given in 
the census are used by the author. Assessed valuations more nearly reflect 
the actual division and the use of assessed valuations probably would 
result in a figure nearer that used by the Department of Agriculture than 
the figure arrived at by the author. 

The author’s methods of revising the items of cost and income do not 
inspire the confidence of one who is familiar with farming and with the 
statistical data available as a basis for estimates of agricultural income. 
Available data on agricultural income are entirely too meager and undoubt- 
edly are lacking in important respects. W. E. GRIMES 

Kansas State College 


The Social History of American Agriculture. By JOSEPH SCHAFER. (New 
York: Macmillan. 1936. Pp. viii, 302. $2.50.) 

Students of American history, politics and agriculture will find little 

that is new in this brief but well organized survey of agricultural develop- 
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ment. The general reader—and the book is worthy of wide reading—yii 
be impressed with this vigorous and interesting story of the progressive 
development of our first indi istry in its sweep across three thousand mile; 
of unbroken territory through three centuries of American history. One 
senses immediately that the book is written by a master hand, firm in his 
grasp of factual data, drawn from a comprehensive study of original sources 
and, in the main, confident and accurate in his interpretation of rural life 
and farmer psychology 

The word “‘social” is interpreted comprehensively, more than half of 
the study being devoted to agricultural economics and farm technique. 
Necessarily, therefore, many topics of social significance are given super- 
ficial consideration or are entirely omitted—as examples, the coéperative 
movement, the rural birth rate, religion and the country church, rural social 
activities and recreation. On the other hand, the author deals adequately 
with rural statesmanship and the farmer in politics, tracing the course of 
the farm problem from Shay’s rebellion, through the Civil War carnage 
to the slaughter of innocent pigs by the A.A.A. 

The first of the eight chapters tells about the various methods of acquir- 
ing land and the forms of land tenure; the second, third, fourth and fifth 
follow the progress of the farmer through primitive subsistence farming, 
big business farming, improved farming, and professional farming. The 
remaining two-fifths of the book include “Social trends in rural life” (40 
pages), “Political trends” (40 pages), and ‘“The outlook for farmers” (30 
pages). 

It is apparent that agriculture is much more than an occupation for more 
than thirty million people. It is a distinctive way of living; and, in spite 
of increasing urban-rural contacts, the rural way of life, based on a distinc- 
tive rural psychology, has made impossible any permanent political or 
economic union either with the urban laborer or the city capitalist. In fact 
it appears that the political breach has widened rather than narrowed in 
the last half century. The one family farm whose owner is both operatot 
and principal laborer, a family enterprise, a home as well as a commercial 
undertaking, is typical of rural America. In the Midwest it is the typical 
American way of living 

The weak spot in rural life and industry is the old South. Here a combina- 
tion of circumstances has brought farming to a mere subsistence level. 
Share cropping, exploitation of laborers, illiteracy, poverty level of income, 
with consequent unsanitary and unhealthful living conditions characterize 
this former Kingdom of Cotton; for the seat of the present cotton empire 
has moved across the Mississippi. The author holds out little hope for the 
regeneration of southern farm life. Even the recent federal legislation in 
support of an increased income from decreased production has worsened 
the condition of the share cropper class whose need was greatest. 
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—wil! The South is not typical, however. The American farmer is a free man, 
eSsive independent and self-reliant, in spite of voluntary codperative engage- 
miles ments and state subsidies. He is not and will not be a slave or a peasant. 
One From the first he has fostered the ideals of democracy at its best. On the 
n his whole he is buoyant and hopeful, relying on his own efforts and shaping his 
ures own destiny. Better roads, better vehicles, better schools, wider social con- 
I life tacts, improved commercial facilities have enlarged his horizon and greatly 
increased his economic dependence. Commercial farming has generally in- 
If of creased his income in prosperity but deepened his depression and subjected 
que. him always to merciless competitive forces beyond his control. He has 
uper- grievances, of course, many of them of his own making. From the begin- 
ative ning land hunger developed into land speculation, leading to debt, land 
s0cial poverty, over-production and rural distress; this vicious chain has hindered 
lately cultural progress and fostered discontent. 
se of On the other hand, farmers have become convinced that the great organ- 
mage ized interests—railroads, manufacturers, bankers, and eastern capitalists 
generally—have preyed on the farmer directly and politically have in- 
‘quit- fluenced legislators in state and nation to grant them favors, subsidies and 
fifth tariff protection at the farmers’ expense. All this is an old story, yet the 
ning, injured and embattled farmers of America have never been able to fight 
The shoulder to shoulder as farmers against these forces of evil. Regional dif- 
(40 ferences are too great. Cotton farmers and cattle barons have not been able 
(30 to enlist in the same ranks. Whether the codperative experience of the last 
three years will solidify the agrarian forces remains to be seen. 
mote The future of American farming will doubtless rest basically on the 
spite somewhat enlarged family farm operated by its owner. “Culture” will come 
stinc- to be identified with or at least consistent with “agriculture.” “. . . the 
al or countryside up to now dominated by rural psychology, still retain(s) the 
\ fact old primal American virtues: a sense of human values, neighborliness, 
ed in morality, and religion. The country people are not generally blasé, but 
ratot reflect that buoyant spirit which comports with genuine independence, crea- 
ercial tive activity, and self-respecting industry. The farmers, from this point of 
rpical view, are the hope of the nation’s future as they have been the chief 
dynamic force of our country’s past.” 
bina- ALEXANDER E. CANCE 
level. Massachusetts State College 
ome, 
NEW BOOKS 
= Cuu, T. H. Tea trade in Central China. (New York: Am. Council, Inst. of 
f the Pacific Relations. Pp. 259. $2.) 
mn in Information secured in six provinces explains the deterioration of quali- 
ened ties of tea. Effects of economic and political disorganization on China’s rural 
economy. 
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CLoup, W. F. Petroleum production. (Norman: Univ. of Oklahoma Press, 1937 
Pp. 623. $5.) 

Coxvin, E. M. and Otcort, M. T., compilers. Crop and livestock insurance: 
a selected list of references to literature issued since 1898. Agric. econ. bibliog 
no. 67. (Washington: U. S. Dept. of Agric. 1936. Pp. viii, 264, mimeo. 
graphed.) 

Epwarps, E. E. References on agricultural museums. Bibliog. contrib. no, 29, 
(Washington: U. S. Dept. of Agric. 1936. Pp. v, 43, mimeographed.) 
——_———.. Selected references on the history of English agriculture. Bibliog 
contrib. no. 24. (Washington: U. S. Dept. of Agric. 1935. Pp. v, 42, mimeo. 

graphed.) 

Forbes, R. J. Bitumen and petroleum in antiquity. (New York: Stechert. 1936, 
Pp. 109. $1.75.) 

FRASER, J. G. C. and Wuiresipe, A. G. O. Composicion varietal del trigo can. 
adiense duro colorado de primavera. Translated from article in Scientific Agri. 
culture, April, 1936. (Buenos Aires: Comision Nacional de Granos y Eleva. 
dores. 1936. Pp. 21.) 

FREDERICK, J. H. Agricultural markets. (New York: Prentice-Hall. 1937, Pp, 
302. $3.50.) 

Textbook on organized, agricultural markets of the United States. 

GROISNE, R. La politique francaise du blé depuis la guerre. (Paris: Lib. Tech. 
nique et Economique. 1936. Pp. 203.) 

HERRMANN, C. Die Textilrohstoffversorgung Deutschlands. (Jena: Fischer. 
1937. Pp. 31.) 

KELLAR, H. A., editor. Solon Robinson, pioneer and agriculturist: selected writ 
ings. Vol. I. 1825-1845. Vol. II. 1846-1851. (Indianapolis: Indiana His. 
Bureau. 1936. Pp. xxv, 582; xvii, 556. $3, each.) 

LeitH, K. and Lippe.i, D. M. The mineral reserves of the United States and its 
capacity for production. (Washington: Nat. Resources Committee. 1936. Pp. 
249, mimeographed. ) 

Nourse, E. G., Davis, J. S. and BLAck, J. D. Three years of the Agricultural 
Adjustment Administration. (Washington: Brookings Inst. 1937. Pp. xiv, 600. 
$3.50.) 

OveRTON, M. H. and Rosertson, L. S. Profitable farm management and ma- 
keting for the corn-growing states. Rev. ed. Profitable enterprise ser. (Philadel. 
phia: Lippincott. 1936. Pp. 444. $2.) 

SLENTZ, H. I. Recent trend toward diversified farming in southern cotton areas 
Land use planning pub. no. 17. (Washington: U. S. Dept. of Agric. 1937. Pp. 
9, mimeographed. ) 

THOMSEN, F. L. Agricultural prices. (New York: McGraw-Hill. 1936. Pp. x, 
471. $4.) 

About fifteen years ago agricultural economists in the United States De- 
partment of Agriculture began studies in agricultural price fluctuations. For 
a number of farm products these researches have brought together a consider: 
able body of information as to factors of supply and factors of demand; and 
statistical measurements have been made both in published and unpublished 
form of the separate influences of these supply and demand factors. Annually 
in former years and more frequently in recent years, the Department of Ag: 
riculture has utilized the results of these researches in outlook reports for us 
by farmers in planning their next year’s production. This activity on the part 
of the economists and statisticians in the federal government has spread out 
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among the agricultural colleges, with the result that there is now available a 
considerable body of data and analyses in the field of agricultural economics 
that need to be examined from the standpoint of methods used, interpretations 
placed on the results, and the contribution that these price analyses make to 
generally accepted theories of price behavior. 

- Dr. F. L. Thomsen, teaching agricultural economics in recent years at the 
University of Missouri, has been one of the men outside the Department of 
Agriculture engaged in the agricultural price analysis research and extension 
work. In the present book he has brought together much of the basic data 
and a number of the commodity price analyses that the Department of Agri- 
culture and the agricultural colleges have developed. The book is apparently in- 
tended for non-technical readers. 

The first part is devoted chiefly to discussions of the demand curve, the 
supply curve, price index numbers and changes in demand, agricultural price- 
raising measures, and methods and materials of price analysis. The mid-section 
of the book deals with the graphic multiple correlation method as developed 
by the reviewer, with the usual problems of trends, cycles and seasonal varia- 
tions, and with a general discussion of agricultural price forecasting. From 
the reviewer's standpoint, the presentation of the graphic method of correla- 
tion is inadequate in that in the effort at simplification, Dr. Thomsen has left 
out the central feature of the method. The last part of the book is devoted to 
chapters on prices of hogs, cattle, sheep and wool, dairy products, poultry 
and eggs, grain, and cotton. They give a fairly good summary of the current 
notions among agricultural economists as to the factors affecting the price 
fluctuations of these commodities. 

Agricultural colleges will find this a convenient textbook for beginners’ 
courses in prices, especially in courses where the mathematical and theoretical 
emphasis is not desired. 


L. H. BEAN 
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of Pacific Relations. 1936. Pp. 43. 50c.) 
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1936. Pp. 217.) 
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Supt. Docs. 1936. Pp. 52. 10c.) 
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tion of industrial control. (New York: Harper. 1937. Pp. xi, 269. $3.50.) 

WickENS, D. L. Farmer bankruptcies, 1898-1935. U. S. Dept. of Agric. circ. no. 
414. (Washington: Supt. Docs. 1936. Pp. 31. 5c.) 

Woorter, T. J., JR., and others. Landlord and tenant on the cotton plantation. 

_ Res. monog. v. (Washington: Works Progress Admin. 1936. Pp. xxxiii, 288.) 

The farmer's share of the consumer's food dollar. Leaflet no. 123. (Washington: 
U. S. Dept. of Agric. 1937. Pp. 6. 5c.) 
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The lumber industry: including a list of selected trade associations. Market res, ser 
no. 10.4. (Washington: Bureau of Foreign and Dom. Commerce. 1936, Pp, 
69, multigraphed. 10c.) 

Proceedings of the Fourth International Conference of Agricultural Economist; 
held at St. Andrews, Scotland, 30 August to 6 September, 1936. (New York: 
Oxford Univ. Press. 1937. Pp. xiv, 528. $6.) 

Report of the Royal Commission on Anthracite Coal, February 3, 1937. (Ottawa: 
H. M. Stationery Office. 1937. Pp. 120. 25c.) 

Statistical appendix to minerals yearbook, 1935. (Washington: Supt. Docs. 1936¢, 
Pp. 442. $1.25.) 

United States census of agriculture, 1935. Reports for states with statistics fu 
counties and a summary for the United States, second series, farms and farm 
acreage by size, land of part owners, farm population dwellings, labor, years 
on farm, part-time work, specified livestock and livestock products, annud 
legumes, vegetables, fruits, and miscellaneous crops, and irrigated crop land, 
Vol. II. (Washington: U. S. Census Bureau. 1936. Pp. 956. $2.50.) 

United States President's Committee on Crop Insurance: report and recommenda. 
tions. (Washington: Supt. Docs. 1936. Pp. 46.) 

United States resettlement administration: first annual report. (Washington: 
Supt. Docs. 1936. Pp. 173.) 

Wheat studies. Vol. xiii, no. 5. World wheat survey and outlook, January, 1937. 
No. 6. World wheat acreage, yields, and climates. (Stanford University, Calif: 
Food Research Inst. 1937. Pp. 233-264; 265-308. 60c.; $1.25.) 


Manufacturing Industries 


Migration of Industry to South America. By DUDLEY MAYNARD PHELPs. 
(New York: McGraw-Hill. 1936. Pp. x, 335. $4.00.) 

This book describes the migration of industry, including the movement 
of industrial investment, from North America to Argentina, Brazil, Chile 
and Uruguay, and it analyzes economic aspects of this migration that arc 
more or less applicable to all such geographical shiftings. The author is 
professor of marketing at the University of Michigan who studied this 
subject in the four countries mentioned during 1932-1933 under a grant 
from the Social Science Research Council and who gathered information 
regarding it both there and from the home offices of the companies con- 
cerned in the United States. 

North American capital has sought employment in all parts of Latin 
America at different times. Mercantile and mining investments go back 
to an early period. The Panama Railroad antedated the Civil War; and one 
or two cotton spinning mills were operated in Mexico by Americans before 
the middle of the last century. Copper in Peru, tin in Bolivia, oil all the 
way from Mexico to Venezuela, and plantation products like sugar and 
bananas have long attracted money and management from the United States. 
The present book omits all this to deal with a special area where American 
enterprise meets modern problems quite different from the old ones. 
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The movement which the author describes did not start until the present 
century and did not become important until after the World War. It does 
not represent a transfer of industries from the United States to South 
America but rather an expansion of North American industries to the other 
continent under the wing of a parent company in the home land. It started 
with two well known firms, the Singer Sewing Machine Company and the 
United Shoe Machinery Corporation, which established branches in Argen- 
tina, Brazil and Chile, between 1903 and 1906, primarily for merchandising 
their products but also for assembling and servicing them. Not long there- 
after the big Chicago packers were attracted to Uruguay and Argentina, 
where British capital was already extensively engaged in this business, to 
chill and pack meat products for overseas markets. Standard Oil shared in 
developing the Argentine oil fields, where until recently it competed in 
production, refining and distributing with a government company. Auto- 
mobile makers were moved by considerations similar to those which 
earlier influenced the sewing machine and shoe machinery people, to set up 
assembly plants and shops for making parts and bodies near their ultimate 
market. Tire factories were established in Argentina for similar reasons. 
Manufacturers of cement, pharmaceutical products, soaps and toilet prepara- 
tions, and standardized food products found it profitable to join the proces- 
sion southward. Altogether, including mining and public utility companies 
over $234,000,000 of North American capital is now invested in the 
plants and operations of 66 companies doing business in these four re- 
publics, and they employ some 40,000 native workers. 

What started and sustains this movement and how far is it going? The 
author answers the first question in too great detail to discuss here. Broadly 
the reasons sum up to this: the four countries considered have reached a 
stage of economic maturity that makes them in respect to local markets, 


) labor supply, ancillary industries, distributing facilities, and public se- 


curity profitable places to set up manufactures, or else they afford raw 


materials that can best be processed near the source of origin. To be sure, 


such obstacles as opposition to foreign capital, radical social legislation, 
unfamiliar business customs and consumer preferences, and occasional poli- 
tical instability hamper United States companies. The complex of conditions 
they must deal with is not so favorable in South America as in Canada. But 
it is improving. Therefore the present trend, which is encouraged by an 
economic nationalism in these republics that seeks to foster local self- 


| sufficiency suggests that the southward movement of our manufacturing as 


well as of our merchandising may go a long way before it comes to rest— 
pethaps ultimately against the resistance of competing native enterprises. Up 
to a certain point we may expect “American” industry to become in- 


tcasingly Pan-American industry. 
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Professor Phelps has produced a book of great practical value to Amer. 
cans doing business in Latin America or planning to establish undertaking; 
there. For the student it is a good example of trained economic analysis 
applied to a special region. Sometimes the author corrects pet misconcep. 
tions, as when he says of the supposed commercial affinities uniting the 
two Americas: “So far as proximity, cultural relationships, racial inter. 
connections, and complementary product needs are concerned, the South 
American countries as a group are more nearly the ‘natural’ market of 
Europe than of the United States.’’ Many passages tempt a reviewer to , 
lengthier discussion than is here permissible. The volume may well be tead 
in connection with the study on Canadian American industry, by Marshall 
Southard and Taylor, noted in the last December issue of this Review, 

Victor S. CLark 

Washington, D.C. 
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for the Bur. of Bus. Res., Univ. of Pittsburgh. 1937. Pp. xxxiii, 578; xx 
579-1188. $12.) 
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189. (Albany: State House. 1936. Pp. xix, 127. 60c.) 
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ROCHELEAU, W. F. Transportation, Rev. ed. (Chicago: Flanagan. 1936. Pp. 


neri- 

290. 

~~ hn J. H. The rail road to recovery in the fruit and vegetable industry. 

lysis (Brooklyn: Author, 1026 E. 29th St. 1937. Pp. 59. $1.) 

Cep- Automobile mortality summary: report of deaths from automobile accidents in 

the 85 major cities for four-week period ending March 13, 1937. (Washington: 

nter- Bureau of the Census. 1937.) 

outh Award 789 to 1000, first division, National Railroad Adjustment Board. Vol. 
V. (Washington: Nat. Railroad Adjustment Board. 1936. Pp. 641. $2.) 

t of Financial and operating statistics of carriers by water reporting to the Interstate 

toa Commerce Commission, calendar years 1929, 1934 and 1935. Stat. summary 

fread no, 20. (Washington: Assoc. of American Railroads. 1936. Pp. 5.) 

hall. Interstate Commerce Commission: 50th annual report November 1, 1936. (Wash- 

) ington: Supt. Docs. 1936. Pp. 170. $1.) 

’ John Stevens: documents yer. to prove the superior advantages of railways 

- and steam-carriages over canal navigation (1812). Reprint. (Boston: Baker 


Library, Harvard Grad. School of Bus. Admin. and Ry. and Locomotive Hist. 
Soc. 1936. Pp. 47. $1.) 

This pamphlet contains reprints of original letters and other papers not 
hitherto available to students of railway and economic history. Practically 
Hill all the documents bear the date 1812. Some were written by John Stevens, the 
48855, inventor; others are replies either from the Commissioners for the Improve- 
ment of Inland Navigation, which, in this case means the proposed Erie canal, 
or from influential persons to whom Stevens had written urging the case for 
investment in railroads instead of outlays for the canal. Stevens presses his 
| case with great vigor and with an imposing array of engineering knowledge, 
b such as it was at that time. Since these documents preceded the inauguration 
of railroads in the United States—preceded, in fact, practically all the inter- 
nal improvement movement—they form an interesting ar semen in the study 
of both canals and railway transportation. 

IsAAC LIPPINCOTT 


omic 


ong and short haul section of Interstate Commerce act. Hearing before the 
| _ Committee on Interstate and Foreign Commerce, House of Representatives, 
- 10 H® 75th Congress, 1st session, on H. R. 1668, to amend paragraph (1) of sec- 
| tion 4 of the Interstate Commerce act as amended, Jan. 28, 29, Feb. 2-17, 
1937. (Washington: Supt. Docs. 1937. Pp. 684. 70c.) 
| Maritime statistical handbook. (Washington: Internat. Labor Office. $1.25.) 
| The proposed six-hour day for railroad labor, from the stand point of the farmer. 
_ (Chicago: Transportation Assoc. of America. 1937. Pp. 14.) 
Restrictive railroad bills. (Washington: Chamber of Commerce of U. S., Trans- 
_ portation and Communication Dept. 1936. Pp. 12.) 
yon Ihe six-hour day proposed for railroads an impossible burden. (Washington: 
Assoc. of American Railroads. Pp. 12. Gratis.) 
p Statistics of railways in the United States: forty-ninth annual report for the year 


— ended December 31, 1935, including also selected data relating to other com- 
“ich mon carriers subject to the Interstate Commerce act for the year 1935. (Wash- 
) _ ington: Supt. Docs. 1937. Pp. S-168, 264. $1.75.) 

deret Where freight rates and passenger fares go: a popular statement of the income 
bore and expenditures Class I American railroads. (New York: Committee on Public 


Relations of the Eastern Railroads. 1937. Pp. 4.) 
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NEW BOOKS 


AULD, G. P. Rebuilding trade by tariff bargaining. (New York: Nat. Foreign 
Trade Council and Nat. Foreign Trade Assoc. 1936. Pp. 74.) 

Bratt, E. C. Business cycles and forecasting. (Chicago: Business Pubs. 1937, Pp, 
xiii, 501. $3.50.) 

Fetter, F. W. U. S. balance of international payments. Foreign policy tep., vol, 
xii, no. 5. (New York: Foreign Policy Assoc. 1936. Pp. 12. 25c.) 

FRANKFURTER, F. The commerce clause, under Marshall, Taney and Waite. 
(Chapel Hill: Univ. of North Carolina Press. 1937. Pp. 114. $1.) 

A study of the various interpretations of the constitutional clause, giving 
Congress power to regulate international and interstate commerce, under these 
three justices of the Supreme Court. 

HERIsSON, C. D. Awtarchie, économie complexe, politique commerciale rationale: 
contribution a l'étude des doctrines du commerce international. (Paris: Lib, 
Technique et Econ. 1937. Pp. 206.) 

MOLYNEAUX, P. The cotton South and American trade policy. World affairs 
books, no. 17. (New York: Nat. Peace Conference. 1936. Pp. 63. 75c.) 

NEISSER, H. Some international aspects of the business cycle. (Philadelphia: Univ. 
of Pennsylvania Press. 1936. Pp. xiv, 176. $2.50.) 

Professor Neisser bases his argument on what is fundamentally an orthodox 
economics, although he qualifies his acceptance of the whole of the orthodox 
theory. This accounts for some of his definitions which give a somewhat aca- 
demic appearance to the problem, at least as it appears to economists who can 
hardly be described as orthodox. Thus he defines “prosperity’’ as that state 
in which production costs are equalled or surpassed by receipts, and he admits 
that this may be accompanied by a considerable amount of unemployment. He 
takes no account of the paradox of unused capital and unsatisfied need which 
is so characteristic of modern conditions in most industrial countries. However, 
he recognizes one of the dilemmas of capitalism and indeed states it explicitly. 
“Only by an increase in the share of the lower income groups in the national 
income would flow of investment be directed into channels of a great per- 
manent employing power, but by the same development the absolute size of 
this flow would be diminished on account of the more even distribution of in- 
come and on account of an increasing outflow of capital into more profitable 
investments abroad’’ (p. 85). 

We are left with the feeling that the horns are inescapable and that if we 
accept this as truth, economics remains the dismal science. Professor Neisset 
concludes his book with the remark, ‘Again, we cannot help feeling the need 
for more complicated economics.” If this means a more complicated analysis 
of the present economic set-up on an orthodox theory, the author is making 
an able contribution to the satisfaction of the need. If, however, it means 
that the older theories are inadequate and a more fundamental analysis is re- 
quired, then this reviewer heartily agrees. GRAHAM A. LAING 


OaKESHOTT, W. F. Commerce and society: a short history of trade and its effect 

on civilization. (New York: Oxford Univ. Press. 1936. Pp. xii, 418. $3.) 
This book suffers from a rather misleading title and an equally misleading 

subtitle. It is not merely the history of trade that unfolds itself as the readet 
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follows the author through a description of the march of the crusaders, the 
voyages of discovery, the spread of settlements in the new world, the adoption 
of inventions which revolutionized means of locomotion, the outbreak and 
the conduct of the Great War. Here and there references indicate the way in 
which commerce was carried on at different epochs and inferences are made 
regarding the life of the people in so far as it may have been affected by com- 
mercial factors; but on the whole the book lacks a clear, incisive analysis of 
interrelationships. It is full of facts, if not of figures; it abounds in descriptive 
material, interestingly presented; but it falls short of the task which Mr. 
Oakeshott set himself. The author dissipates his efforts and does not go to the 
root of the matter. 

In a number of instances Mr. Oakeshott uses, in describing the far off past, 
terminology generally employed in dealing with social classes and conditions as 
they developed in a much later period; although this lends vividness to his 
narrative, one questions the historic accuracy of tracing, for instance, the ap- 
pearance of the bourgeoisie to the third century B.c. (p. 18) or the establish- 
ment of capitalist agriculture to the period of Roman expansion overseas (p. 
24) ; also one doubts the correctness of the author’s statements that the “value 
of sea power was more obvious” in the seventeenth century “‘than it is now” 
(p. 145) or that economists had flourished during that century, unless in the 
latter case one calls by that name writers of numerous papers, pamphlets and 
booklets expounding bullionistic and mercantilistic ideas. 

The author’s sympathies are apparently with many manifestations of life as 
it existed before the Industrial Revolution; thus he tells us that ‘the Indus- 
trial Revolution or its mass-produced goods are penetrating every corner of the 
countryside, destroying much that is of priceless value in rural life and beauty” 
(p. 256) and again that “mass production is leading to artificial standardiza- 
tion of wants, and it has, in general, led to a uniform mediocrity of taste” (p. 
269). Such statements are not new, but one questions to what extent they are 
justifiable if one reflects on the real life of the great mass of the people, before 
they knew anything of modern conveniences and comforts. 

The book is illustrated with maps and diagrams and on the whole is well 
worth reading as it presents in a stimulating manner a swiftly moving pano- 
rama of social, economic, religious and political phenomena from ancient days 
to the World War and the post-war period. 

SIMON LITMAN 


API, G. U. La crisi come negazione di conoscenza. (Padua: Milani. 1936. Pp. 


135. L. 12.) 

A succinct review of cyclical fluctuation, with emphasis on the rdle of money 
and credit. Discussion of explanations and remedies leads to the conclusion 
that the entrepreneur must be enjoined to disavow external aids and temper 
his costs. 


P. 


ScHLE, H. Die britische Handelspolitik seit Ottawa und ihre weltwirtschaft- 
_ lichen Auswirkungen. (Jena: Fischer. 1937. Pp. xvi, 241. R.M. 12.) 

SETSER, V. G. The commercial reciprocity policy of the United States, 1774- 
1829. (Philadelphia: Univ. of Pennsylvania Press. 1937. Pp. xi, 305. $3.) 
Annali de statistica e di economia. Anno III, Vol. IV. (Genoa: R. Universita 
degli Studi, 1936. Pp. viii, 323. L. 40.) 
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The nature of economic time and its functions in theory, partly as relate 
to cyclical fluctuations, form the subject of essays by Rosenstein, Rodan, Mor. 
genstern, Fasiani, and others. Economic sanctions and protection therefrom are 
discussed by Fasiani and Dugoni. SF) 


Balances of payments, 1935. (New York: Columbia Univ. Press. Geneys: 
League of Nations. 1936. Pp. 176. $1.50.) 

Chinese American trade annual and directory, 1937. (New York: Chinese Cham. 
ber of Commerce of N.Y. Pp. 242.) 

Extending Reciprocal Trade Agreement act. Hearings before the Committee on 
Finance, United States Senate, 75th Congress, first session on H. J. Res, 96, 
a joint resolution to extend the authority of the President under section 359 
of the Tariff act of 1930, as amended, part 1, Feb. 10, 1937. (Washington: 
Supt. Docs. 1937. Pp. 158. 15c.) 

Foreign commerce and navigation of the United States for the calendar yea 
1935. (Washington: Supt. Docs. 1936. Pp. 752. $2.25.) 

Foreign commerce yearbook, 1936, (Washington: Supt. Docs. 1937. Pp. 404, 
$1.25.) 

Import and export list issued under the authority of the Lords Commissioner; 
of His Majesty's Treasury, and the Commissioners of His Majesty's Custom; 
and Excise, for use on and from the 1st January, 1937, and until further di- 
rected, for articles of merchandise imported into the United Kingdom or 
exported therefrom. (London: H. M. Stationery Office. 1936. Pp. xvi, 141, 
9s. 

Ph trade in certain raw materials and foodstuffs by countries of origin 
and consumption, 1935. (New York: Columbia Univ. Press. Geneva: League 
of Nations. 1936. Pp. 146. $1.) 

International trade statistics, 1935. (New York: Columbia Univ. Press. Geneva: 
League of Nations. 1936. Pp. 370. $2.50.) 

In English and in French, The volume analyzes the foreign trade of 63 
countries, covering 95 per cent of world trade. Merchandise is distinguished 
from bullion and specie. A new feature is a table showing the international 
trade statistics classified according to the minimum list of commodities pre 
scribed in the new international classification. Statistics for Canada and Den. 
mark are thus shown 


Statistical classification of imports into the United States, with rates of duty and 
regulations governing the preparation of monthly and quarterly statements of 
imports, effective January 1, 1937. (Washington: Supt. Docs. 1936. Pp. 245. 
35c.) 


Accounting, Business Methods, Investments 
and the Exchanges 
Leadership in a Free Society: A Study in Human Relations Based on a 


Analysis of Present-Day Industrial Civilization. By T. N. WHITE 
HEAD. (Cambridge: Harvard Univ. Press. 1936. Pp. xvi, 266. $3.00.) 


Those persons who like to cultivate synthetic as well as specialized schol: 
arship in social science will welcome this many-sided essay on some impot- 
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tant problems of adjustment to social change. Factors considered in the 
book include engineering design, fashions and customs, governmental ac- 
tivities, and even socialist ideas; but the main emphasis is on those new 
methods in factory and shop which are prominent ingredients in labor un- 
rest. The leadership most discussed is that which is actually and potentially 
exercised by business managers, in the larger community as well as in their 
own enterprises. Our author belongs to a distinguished philosophical family; 
his background also includes British engineering training and experience, as 
well as membership in the industrial research group at the Harvard Business 
School. 

In the present volume he makes considerable use of sociological concepts, 
derived in part from Pareto—"'sentiments,” ‘‘logical behavior,” and ‘“‘social 
living,” for example. Most of his discussion, however, runs in terms which 
are sufficiently familiar to all persons of intellectual bent; and it contains an 
abundance of wise and attractively-phrased comment on practical affairs. 

An outstanding source of the illustrations given by Professor Whitehead 
is the industrial research of the Western Electric Company (at its Haw- 
thorne plant), 1927-32. Readers of his earlier significant articles based on 
these materials will be glad to have his further observations contained in this 


| book. The employer, he shows, may often improve the codperation and con- 


tentment of his employees by closer attention to their attitudes toward one 
another. In combating the employer's preoccupation with mere wage motiva- 
tion, to be sure, Whitehead and his colleagues seem to react too violently 
toward the opposite extreme. They neglect, for example, the brief experi- 
ment with a control group whose output gained, after a change in wage 
method alone, about as much as that of the test room group under its im- 
proved supervision and other social advantages. 

An interesting, though brief, sociological analysis of labor groups com- 
pares British and American trade-union leadership. Whitehead thinks that 
able workmen have been more content to remain union officials in Britain 
than in our nation, in part because the former would become more isolated 
than the latter, socially, by promotion to managerial positions on the em- 
ployer’s side or otherwise trying to climb out of their class. 

Our author’s remarks on leadership include recommendations that Ameri- 


}can business executives should throw themselves more vigorously and far- 


sightedly into civic affairs and politics. His argument here, strong though 
it is, might be somewhat better balanced by recognition of various bungling 
and anti-social efforts of business men in these directions in the past. White- 
ead’s chief concern, however, is clearly for an increasingly ‘‘free society,” 
0 be sought by evolutionary measures such as industrial education and 
raining which will make the whole population adapt itself more rapidly 


and wisely to accelerating social changes. Z. C. DICKINSON 


Unive rsity of Michigan 
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NEW BOOKS 


AGNEW, H. E., JENKINS, R. B. and Drury, J. C. Outlines of marketing. (New 
York: McGraw-Hill. 1936. Pp. xiii, 324.) 

BECKMAN, T. N. and ENGLE, N. H. Wholesaling: principles and practice. (New 
York: Ronald. 1937. Pp. xvii, 628. $4.) 

BELSHAW, H. Recovery measures in New Zealand: a comparison with the Ney 
Deal in the United States. (Wellington: New Zealand Inst. of Pacific Rel. 
tions. 1936. Pp. 61.) 

BENNETT, H. More for your money—consumer’s guide to buying. (New York: 
Chemical Pub. Co. 1937. Pp. 251. $2.75.) 

BERNHEIM, A. L., and others, editors. Big business: its growth and its place. 
Prepared under the auspices of the a ga Survey Committee of the 
Twentieth Century Fund, Inc. (New York: Twentieth Century Fund. 1937, 
Pp. xv, 102. $1.35.) 

BLockER, J. G. Budgeting in relation to distribution cost accounting. Kansas stud, 
in bus. no. 18. (Lawrence: Univ. of Kansas Bur. of Bus. Res. 1937. Pp. 79.) 

BONBRIGHT, J. C. The valuation of property: a treatise on the appraisal of 
property for different legal purposes. Vols. land II. (New York: McGraw-Hill 
under the auspices of the Columbia Univ. Council for Research in the Social 
Sciences. 1937. Pp. xx, 632; xi, 633-1271. $12.) 

BorDEN, N. H. Determination of confusion in trade-mark conflict cases. Stud, 
no. 16. (Boston: Harvard Univ. Bur. of Bus. Res. 1936. Pp. vi, 34. $1.) 
Brower, F. B. Personnel practices governing factory and oli ad ministration. 
Stud. no. 233. (New York: Nat. Industrial Conf. Board. 1937. Pp. xii, 134. 

$3.) 

Burpick, E. D. Corporate interest payments, 1921-1932. A doctoral dissertation. 
(Philadelphia: Univ. of Pennsylvania. 1936. Pp. 130.) 

This monograph is a doctor's thesis worked out at the University of Penn- 
sylvania. The study gives the amount, relative importance, and trends of 
corporate funded debt and mortgages, corporate short-term debts, and the 
interest payments on both kinds of debt. (Table VII, pp. 42-43.) The study 
deals with large corporations with funded debt each of about a million dollars 
in 1931. 

Public utilities have 87.8 per cent of their total debts in the form of 
funded debt and mortgages, and trading corporations have funded deb 
amounting to 15.6 per cent of total debt. The nominal rate of interest in 1928 
averaged 5.581 per cent, but ranged from 6.155 per cent for service corpor:- 
tions to 5.268 per cent for metal manufacturing (p. 36). 

For public utilities interest was 10.89 per cent of the total statutory deduc 
tions, but was only .7 per cent for trading corporations, and only 1.24 per ceat 
for manufacturing (Table VI). During the period interest on funded debt 3 
a cost increased faster than did total expenses (p. 99). 

The author criticizes the theories of Hawtrey, Keynes, W. F. Mitchell 
Veblen, and Fisher, but inadequately. The argument shows lack of understand: 
ing of the nature and characteristics of the business cycle, especially the effec 
of interest cost upon the construction industries, and liquidation of inventors. 
The author admits that the rate of interest is a factor in affecting the secur) 
markets and the prices of securities (p. 99). Interest rates in the cycle are les 
flexible than all other expenses except taxes, which are less in amount that 
interest payments (p. 100). Interest as a cost is important in public utilities 
and in agriculture (p. 106). 
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The author uses the word industrial (p. 18) too inclusively, uses the term 
relatively (p. 19) vaguely where a more precise statement would have been 
much better, and uses similar names (agriculture and agriculture inc.) for two 
very different and uncomparable categories in tables where all other names 
of industries mean the same in both tables. The author concludes that debt 
and interest should be studied in relation to given types of business and in- 
dividual corporations, to learn how debt and interest affect corporate policies 
(pp. 112-113). 

WALDO F. MITCHELL 


Burrows, R. The problems and practice of economic planning. (London: P. S. 
King. 1937. Pp. 1x, 280. 10s. 6d.) 
Ciark, J. M., and others. The National Recovery Administration: report of the 
President's Committee of Industrial Analysis. (Washington: Committee of In- 
dustrial Analysis. 1937. Pp. x, 240.) 
stud. CorNELL, W. B. Organization and management in industry and business. A 
79.) revision of Industrial organization and management. (New York: Ronald. 
il of 1936. Pp. xxiii, 802. $4.50.) 
Hill Textbooks in management may be classified into three groups. First are 
a. the rather technical or specialized books on factory or industrial management, 
Stud intended for the student who is interested primarily in such problems as fac- 
- tory organization, selection and care of factory equipment, production manage- 
) ment, and motion and time study, in which Taylor and Gilbreth were the 
— pioneers, Second are the books which attempt to give a brief but balanced treat- 
Ss ment of the management problems of all the departments of a business, in- 
' cluding not only the manufacturing division but also marketing and distribu- 
_ tion, personnel, accounting, finance, credits and collections, and law. Such 
books seem best suited for the beginning student who has not yet studied the 
Penn- special fields of management, but sometimes they are intended to follow the 
ds of special courses and to correlate them for the student. Third are the books which 
the treat Organization and management in general but place the major emphasis 
study upon the problems of factory management. Such books are best suited for 
dollars students who have had work in marketing, finance and accounting, or will 
later take such courses. Those lpwe oy of management which are of general 
application are fully discussed but the problems of departments outside the 
factory are only briefly considered. 
1 1928 Professor Cornell’s book falls in the third class, two of the three parts into 
«seed which the book is divided relating primarily to factory management. If the 
chapters in part 1 which relate to factory management be included, approxi- 
deduc: mately 40 per cent of the book treats of production problems. However, the 
er cent volume contains sufficient material to permit of adequate treatment of organiza- 
debt 3s tion types, system, leadership, principles of administration, and other problems 
of general interest. Professor Cornell’s familiarity with management problems 
and his interesting style will make this revision and enlargement of his earlier 
rstand: book a welcome addition to the field. 
RicHarD N. OWENS 
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DEARMOND, F. and GraF, G. N. Route sales management. (New York: Route 
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Vv DICKINSON, Z. C. Compensating industrial effort: a scientific study of work and Fez 
wages. (New York: Ronald. 1937. Pp. xii, 479. $4.50.) Pi 
Evans, G. H., JR. British corporation finance, 1775-1850: a study of preference dn 
shares. Stud. in hist. and pol. science, new ser. no, 23. (Baltimore: Johns Hop- ; _ 

FOS 


kins Press. 1936. Pp. 208. $2.25.) 
Professor Evans makes a noteworthy contribution to the history of corpora. GAN 
tion finance. His work supplements valuably other recent studies of the busi. 


ness corporation in Great Britain between 1720 and the middle of the nine. of 
teenth century. He deals with the early public utility companies: first the canal Gar 
companies which led the movement for joint stock company development in 'Y 
the face of the retarding influence of the Bubble act, and later the railways, 
Certain difficult conditions confronted the promoters of these transportation 
utilities: construction costs of unexpected magnitude; long periods o waiting N 
before there could be revenue-producing operation; “irrecoverable” invest. . 
¥ ment in highly specialized plant; and the necessity of relying for funds chiefly = 
upon local capitalists. At first emergencies with respect to lack of funds to Gas 
complete construction were met by such methods as the making of calls on old ‘ 
shareholders, sales of additional ordinary shares which were usually firs - 
offered to old shareholders and were often sold at a discount, the issuance 
of mortgage certificates with tolls pledged for interest payments, the issuance be 
of annuities, borrowing on the personal bonds of managers or “proprietors,” “ 
borrowing on short-term notes, and government loans. Subsequently, as the la 
limitations and disadvantages of these devices were revealed, resort was had li 
to preference shares. “By the middle of the nineteenth century the preference = 
share was firmly imbedded in the financial structure of the British railways” th 
(pp. 155). It 
The conditions of these early preferred share contracts were varied. In 
general the preferential claims were upon income rather than upon assets in pe 
the event of dissolution. Dividends ranged from 5 per cent to 10 per cent, - 
5 per cent and 6 per cent rates being most frequent. There were various forms CO 
of “reducible” dividends. In time the preferred-share contract came to include in 
the various ‘protective’ provisions known to modern finance; but preferred re 
shares did not, in Great Britain, have their origin in “scientific” schemes for it 
“trading on the equity” or for offering to coldly calculating investors a par- an 
ticularly attractive investment contract. Rather, they were in the first instance be 
makeshift expedients resorted to under conditions of distress. C 
This book is well documented and it has an appendix of several tables, a ha 
carefully arranged bibliography, and an index. 
STANLEY E, Howarp 
FILENE, E. A., GABLER, W. K. and Brown, P. S. Next steps forward in retailing. ss 
(New York: Harper. 1937. Pp. xvi, 309. $4.) tir 
The major part of this book is devoted to the technique of managing dif. 
ferent types of retail institutions. It discusses the operating problems and the 
advantages and disadvantages of various types of retail enterprises. Some spacc Pas 
is devoted to extolling the potential virtues of a chain of codperative depatt- ‘= 
ment stores, a project which the authors are interested in developing. As 2 Pe 
provocative critique of retail operating methods, written in the popular style, eo 
the book serves well. Tk 


R. F. ELDER 
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FirzPATRICK, P. J. The problem of business failures. (Philadelphia: Dolphin 
Press. 1936. Pp. xi, 157. $2.25.) 

FyetD, E. 1. Balance sheet classification and terminology. (New York: Author, 
245 E. 21st St. 1936. Pp. 218.) 

Foster, O. D. Profits from the stock market. (New York: Harper. 1937. Pp. xi, 
207. $3. 

Gann, W. D. New stock trend detector: a review of the 1929-1932 panic and 
the 1932-1935 bull market, with new rules and charts for detecting trend of 
wocks. (New York: Financial Guardian Pub. Co. 1936. Pp. 200. $3.) 

GarvAN, F. P. “Hot money” vs. frozen funds. The deserted village no. 12. (New 
York: Chemical Found. 1937. Pp. 69.) 

A study of private investments made abroad by citizens of the United States. 
The study was carried on by a firm of accountants “‘of the highest standing.” 
Estimates are made as of December 31, 1935, and December 31, 1936. One 
exhibit shows the investments geographically. 

GaskILL, N. B. The regulation of competition: a study of futility as exemplified 
by the Federal Trade Commission and National Industrial Recovery acts with 
proposals for its remedy. (New York: Harper. 1936. Pp. x, 179. $2.50.) 

This volume was evidently compiled from addresses made by the author 
before various business groups. It devel in over-statements and inconsisten- 
cies. In one place the Federal Trade Commission is made to stand for “unregu- 
lated, free competition.” Later it is declared the legislative purpose was to estab- 
lish ‘a regulatory Commission.” Ignoring numerous studies which, if consulted, 
might have helped the author to attain a juster view of the development of 
the Trade Commission’s jurisdiction, he concludes that the statute under which 
it operates has ‘‘made no change in the antecedent law” (p. 98). 

The author's main thesis is the futility of commission regulation of com- 
petitive practices as a means of maintaining effective competition. One may or 
may not agree with this thesis; but, agreeing or disagreeing, it can hardly be 
considered adequately sustained by a legalistic argument which ignores changes 
in the structure and mode of functioning of industry and bases itself upon the 
reversal of the Federal Trade Commission in four allegedly crucial cases. 
The four decisions selected as “‘crucial‘* are those in the Gratz, Curtis, Klesner, 
and Raladam cases, but there are others of a different tenor; and even if there 
were not, no impartial student would agree that the rulings cited had left the 
Commission powerless to do aught which the Department of Justice might not 
have done under the Sherman act. 

The corollary which the author seems to regard as following necessarily from 
this thesis (the only alternative posited being direct governmental control, 
which is summarily disposed of) is that effectively “regulated competition” 
can be achieved only by granting a wide license of self-government, by majority 
tule, to business. The unfortunate experience of NRA under such a dispensa- 
tion does not deter this champion of capitalistic syndicalism. 


MYRON W. WATKINS 


Gay, C. R. Odd lot dealing. No. 3 of a series of monthly letters published by 
the Committee on Public Relations, N. Y. Stock Exchange. (New York: Jas. H. 
Oliphant. 1937, Pp. 4.) 

HARTMAN, S. F. The Constitution permits fair trade laws. (New York: Retail 
Tobacco Dealers of America. 1937. Pp. 11.) 
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HECKERT, J. B. Accounting systems—practice problems. (New York: Ronald 
1936. Pp. 148. $1.) 

HERWOOD, H. Financial statements of retailers. (New York: Herwood and Her. 
wood. 1936. Pp. 35. 50c.) 

HIMMELBLAU, D., and others. Investigations for financing. (New York: Ronald, 
1936. Pp. XVill, loose-leaf. $6.) 

This is a revision of Advanced Auditing, first published by the same autho; 
in 1928. It is one volume of a complete accounting series following the unit. 
lecture method developed at Northwestern University. The 15 lectures cover 
financial condition, inventories, property accounts and appraisals, investigations 
under the securities act, earning power, auditors’ certificates, reports, trust inden. 
tures and industrial analysis. The emphasis is indicated by the title—the term 
investigations being used in the technical auditing sense. 

W. P.F. 


KENNEDY, W. F. The objective rate plan for reducing the price of residential 
electricity. (New York: Columbia Univ. Press. 1937. Pp. 83. $1.25.) 

KNOEPPEL, C. E. and SEYBOLD, E. G. Managing for profit: working methods for 
profit planning and control. (New York: McGraw-Hill. 1937. Pp. 359. $3.50.) 

LairD, D. A. Increasing personal efficiency: the psychology of personal progres. 
3rd ed., rev. and enl. (New York: Harper. 1936. Pp. xii, 294.) 

LeEIscH, F. K. and Haase, A. E. Profits from marketing research. Consumer and 
industrial marketing ser., 24. (New York: Am. Management Assoc. 1937. 
Pp. 55. $1.) 

Lucas, A. F. Industrial reconstruction and the control of competition: the British 
experiments. (New York: Longmans. 1937. Pp. 395. $5.75.) 

An analysis and interpretation of recent underlying developments in Great 
Britain’s industrial organization and social policy. 

MCcCNALL, P. E. and McMurry, K. F. Agricultural bookkeeping. (New York: 
Longmans. 1937. Pp. 213. $1.) 

Mack, R. P. Controlling retailers: a study of codperation and control in the retail 
trade, with special reference to the NRA. (New York: Columbia Univ. Press. 
1936. Pp. 551. $4.50.) 

The story of the reactions of retailers to experiments in the social control 
of their business is presented as a case study of the economic nature of business 
men. First-hand experience came to the author while serving on the staff of 
the Retail Code Authority of the City of New York. 

The first quarter of the text is concerned with the history of pre-code codp- 
eration and controls; the remainder is devoted to the drafting of the retal 
code, the problems and processes of code administration, the changes resulting 
in the retail field, and the conclusions. 

“The unavoidable conclusion,” of the author, “is that the operation of the 
Retail Code . . . did not substantially further the public interest. Although 
certain definite gains were made, the price which was paid for them was too 
high. Benefit to retailer, labor and consumer accrued approximately in propor- 
tion to the extent of their power to demand concessions. . . . Since retailer 
were relatively well organized, they emerged with a relatively large plum; 
since retail employees were organized relatively scantily, they emerged with : 
very small plum; whereas the consumer, having practically no organization, 
was probably cooked in the pie” (p. 497). 
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The author's procedure is based upon “an uncritical acceptance of the 
methods by means of which the NRA sought to achieve the public interest— 
minimum wages, shortened hours, the regulation of trade practices and prices” 
(p. 6). It is “the machinery designed to embody these methods” that is 
criticized, because “the machinery did not, in fact could not, work; the plan 
was based on inadequate historical insight” (p. 7). The reviewer heartily 
concurs with the exceptionally able criticism of the machinery, but feels that 
the methods mentioned are also subject to question especially when put forth 
as recovery measures. Moreover, he would direct criticism at the queer version 
of wages-purchasing power-prosperity theory and the price-raising business- 
recovery doctrine which lay behind the NRA experiment. 

The volume achieves its objective, and the accomplishment is decidedly worth 
while. For it gives us an admirably documented case study of value to the student 
of economic history, social economics or social control—a case of attempting 
to break too sharply with the past, of trying to plan and control without 
adequate knowledge of economic behavior and theory. 


CLYDE WILLIAM PHELPS 


MADDEN, J. T., NADLER, M. and SAUVAIN, H. C. America’s experience as a credi- 
tor nation. (New York: Prentice-Hall. 1937. Pp. xvi, 333. $3.50.) 


This is an excellent collection of important facts with intelligent comment. 
The point of view is that of orthodox economics, very slightly and naturally 
tinged with indignation against unwarranted attacks on the profession of 
investment banking—not that there is any attempt to prove that all bankers 
have been free from fault, or that they were all lambs in wolves’ clothing. 
But the authors believe that fraud in the flotation of foreign loans here after 
the war was uncommon, although competition was carried too far and many 
errors were made through ignorance. Also the sponsors of foreign loans fre- 
quently failed to inform the investors of all the facts that now seem to have been 
pertinent. Consequently some losses were incurred that need not have been. 

In spite of these losses the over-all record of foreign loans since 1920 is no 
worse than that of domestic loans and perhaps better. The United States has 
no monopoly of corporations and governmental bodies that are willing to pay 
their debts. An interesting compilation of all foreign bonds issued here between 
1920 and 1931 shows that their average annual yield, including profits and 
losses on redemption, was 6 per cent. Another compilation shows that the net 
excess of credits on account of interest and principal, over costs to the investor, 
up to the end of 1935, was $2,750,000,000. In this compilation Canadian bonds 
are omitted, and the market value at the end of 1935 is considered a credit. 

The analysis of losses and gains with reference to the nationality of borrowers 
shows that out of 38 borrowing nations 24 have been profitable debtors. The 
most profitable have been France, Japan, and Belgium; greatest losses have been 
in Chile, Germany, and Brazil. 

The authors believe that the principal cause of defaults has been the transfer 
problem, which is largely the fault of our tariffs. They also point out that 
although the United States is a creditor nation if all forms of investment are 
considered, it is a debtor nation on short-term account and also with pm 
to marketable investments, if the securities representing them are valued at 
the market price instead of at par. 

The reviewer takes issue on only two points: (1) the implication (p. 25) 
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that the loans by France to the United States during the Revolution were no 
repaid; (2) the repeated statement that from 1920 to the early part of 1927 
gold flowed steadily to the United States. The gold flow was temporarily 
reversed from December, 1924, to September, 1926. That outward flow js 
important in considering the causes for gold movements in the 1920’s, and the 
effect of international investments and war debts and central bank policies op 
the flow of gold. 
RuFus S. Tucker 


MANNING, F., and others. Sales training programs. Consumer and industrial 
marketing ser., 21. (New York: Am. Management Assoc. 1937. Pp. 19. 50c.) 
MarPLE, R. P. Capital surplus and corporate net worth. (New York: Ronald, 
1936. Pp. viti, 201. $3.) 

Dr. Marple has contributed a sensible and well considered study of an 
important problem. In his position, consistently followed, that capital surplus 
should include only the excess of invested capital, he is on the side of good 
accounting, sound finance and fair play between creditors, preferred stock. 
holders and common stockholders. He calls for separate treatment of revalua- 
tion surplus and frowns on the charging of any losses to capital surplus so 
long as there is any earned surplus to absorb part or all of them. In view of 
the general soundness of the work, disappointment that the book was so nar- 
rowly limited to one part of corporate net worth and that in spots the discussion 
is somewhat sketchy, is a minor criticism. 


W. P. Fiske 


PATERSON, D. G. and Dar ey, J. G. Men, women, and jobs: a study in human: 
engineering. A review of the studies of the Committee on Individual Diagnosis 
and Training. (Minneapolis: Univ. of Minnesota Press. 1936. Pp. v, 145. 
Trade ed., $2; text ed., $1.50.) 

A study of vocational tests made over a period of five years by the Em- 
ployment Stabilization Research Institute of the University of Minnesota. 
Experts in psychology, sociology, medicine and economics joined in this in- 
vestigation. Several thousands were examined. The study will be of value 
to personnel officers, educators and civil service boards. 

Reep, V. D. Advertising and selling industrial goods. (New York: Ronald. 
1936. Pp. xii, 287. $3.50.) 

This is essentially a ‘‘practical’’ book. The preface states that “it is not the 
purpose of the author to expound theories, but rather to set forth methods, 
applications, and workable plans which have been put to practical use in 
the solution of the industrial advertising and selling problems of a wide 
range of business concerns.”’ The inclusion of the word “selling”’ in the title 
is perhaps somewhat misleading, since the work deals almost exclusively with 
industrial advertising, and nowhere discusses the organization, operation and 
control of personal selling activities. 

On the question of business-cycle theory the author takes the same stand 
as do many people engaged in industrial marketing—namely, that stimulation 
of the capital-goods industry can come only from increased buying by ultimate 
consumers. This point of view challenges the theory held by many economists 
that normal emergence from a depression results from low money rates which 
stimulate new capital-goods construction which in turn stimulates consumet 
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purchasing. This reviewer ventures to suggest that neither school of thought 
can offer conclusive proof of the soundness of its theory, and to hope that a 
careful examination of the more comprehensive statistical material compiled 
in the last few years may shed some new light on this point. 


R. F. EL_pDER 


oos, C. F. NRA economic planning. Cowles Commission for Res. in Econ., 
monog. no. 2. (Bloomington, Ind.: Principia Press. 1937. Pp. xxii, 596. $5.) 

scumipT, L. A, Theory and mechanics of accounting. Rev. and enl. ed. (New 
York: Prentice-Hall. 1937. Pp. xvi, 475. $4.75.) 

In this revision the text material has been expanded considerably, with added 
matter on valuation and management uses of accounting. More emphasis than 
is usual in One-year accounting courses is placed on problems of valuation, 
organization and analysis of results. Such theory as is included is of an ele- 
mentary nature. . 


W..P. 


SPENGLER, E. H. and Kein, J. Introduction to business. (New York: McGraw- 
Hill. 1935. Pp. xv, 829. $4.) 

The purpose of this textbook is to provide a survey of business procedure 
suitable for use in an elementary course in business organization and manage- 
ment. In well proportioned units the authors cover accounting and statistics as 
business tools; business organization—especially the corporation and various 
forms of combination ; production methods and costs; labor relations and prob- 
lems; marketing; prices and price policies; financial techniques; taxation ; 
and the movement for economic planning. The treatment throughout lays 
stress on the business man’s point of view. 

Teachers of the elementary course in business management will find this 
book worthy of careful consideration as a text. It is simply written, well 
organized, and full of excellent illustrative material. Students should find this 
book an attractive introduction to the subject. 

On a few minor points, specialists may take issue with the authors. For 
example, the term ‘‘disguised dumping” is not always used as the authors use 
it in the following quotation: ‘‘Disguised ‘dumping’ might take place through 
the offering of part of a plant’s output in one area at less than cost, in order 
to dispose of a surplus, while the remainder is sold at a profitable price in 
another locality sufficiently remote to gore cross-hauling of such goods from 
one area to another’’ (p. 543). And again, it is perhaps unfortunate to cite 
the case of refining crude petroleum to illustrate joint costs. The authors state, 
“In some industries, it is difficult to determine unit costs of production, be- 
cause of a variety of conditions that make it almost impossible to decide how 
the overhead or operating costs should be apportioned. To illustrate, how 
much of the labor and how much of the raw-material cost of crude petroleum 
should be allocated to the making of kerosene or paraffin? . . . This condition 
is known as joint costs, and it occurs whenever a series of products is made 
irom one source of raw materials” (p. 265). The cracking process has en- 
abled refiners to vary somewhat the proportions of kerosene and other prod- 
ucts derived from crude oil. When it is possible to modify the proportions 
in which two or more products are obtained from one raw material, the cost 
problem ceases to be logically insoluble. 
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In closing their volume with a discussion of economic — the authors 
concede the desirability of discussing business problems from a broader point 
of view than that of the orthodox business man. The inclusion of material 
on economic planning is an excellent feature of this book. The theory and prac. 
tice of governmental regulation of business ought to occupy increasing space 
in books of this nature if such books are to give students a comprehensive 
pic.ure of contemporary problems of business management. 


W. B. Smiry 


SrrauB, W. A., and others. Effects of social security and undistributed earnings 
taxes on corporate policy trends, Finan. manag. ser. no. 51. (New York: Am. 
Management Assoc. 1937. Pp. 32. 50c.) 

WarsHow, R. I. Understanding the new stock market. New tev. ed., with the 
text of the Securities Exchange act. (New York: Blue Ribbon Books, 1937, 
Pp. 256. 98c.) 

WHEELER, F. C., chairman. The technique of marketing research. (New York: 
McGraw-Hill. 1937. Pp. xvii, 432. $4.) 

This book inquires, in detail, into the methods of conducting studies con- 
cerning the whole, or any of the elements, of the process of distribution as 
it relates to the marketing of goods and/or services. It organizes the results 
of such an inquiry into an orderly and logically sound economic and psy. 
chological technique which is generally recognized by theorists and prac. 
titioners as being the best in current practice. The scope of the book relates 
to administrative and executive policies, product studies and incidents of 
pricing, economic market factors, and methods and means of distributing the 
goods and services from producer to consumer. 

To those who are students of the economics of consumption this is indeed 
an outstanding book both as to its presentation of fundamental principles and 
as to the practical application of such principles to the solution of actual situa- 
tions. Its roots are sunk deep into the soil of social science, philosophy and pure 
science. 

This work was prepared by a nine-man committee on the marketing research 
technique of the American Marketing Society—now known as the American 
Marketing Association. The book is a broad yet directed and critically thor- 
ough job. As a reference work for those who have and have not engaged 
in this field it is excellent; as a textbook for the more advanced marketing 
student there are none of this caliber known to this reviewer. 

E. DILLON SMITH 


WILLIAMS, J. H. and BRiGHAM, L. H. Office expense control. Office manag. set., 
no. 77. (New York: Am. Management Assoc. 1936. Pp. 28. 75c.) 
Winfrey, R. Statistical analyses of industrial property retirements. lowa Engi- 


neering Exp. Sta. bull. 125. (Ames: Iowa State Coll. of Agric. and Me- 


chanic Arts. 1935. Pp. 176.) 

WINTHROP, A. Are you a stockholder? (New York: Covici Friede. 1937. Pp. 
320. $2.50.) 

WREN, J. H., editor. Accountants’ certificates: modern requirements as inter- 
preted by representative accounting firms. (New York: Ronald. 1937. Pp. vu, 
181. $4.) 


A selection of 1936 certificates with content coded and indexed for ref: 


erence pu rposes. 
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A classification of business literature. Patt 1. Business classification. Part 2. In- 
dustries list. Part 3. Local list. Prepared by the Library of the Harvard Univ. 
Grad. School of Bus. Admin. (New York: Wilson. 1937. Pp. xv, 257, 33, 
58, planographed. ) 

Consumer use of selected goods and services, by income classes: Portland, Oreg.; 
Casper, Wyo.; Oklahoma City, Okla.; Paducah, Ky.; Frederick, Md.; Des 
Moines, lowa; Lansing, Mich.; Erie, Pa.; Burlington, Vt. Market res. ser. no. 
5.10. (Washington: U. S. Dept. of Commerce. 25c.) 

Federal Bankruptcy act. 1936 ed. Full text of the national bankruptcy act with all 
amendments to June 26, 1936, including corporate reorganization (sec. 77B), 
farm debt relief (sec. 75), individuals’ debt relief (sec. 74), railroad reor- 
ganization (sec. 77), etc. (Chicago: Commerce Clearing House. 1936. Pp. vi, 
113. $1.) 

\arkets for plumbing and heating facilities in residences. Market res. ser. no. 
12, (Washington: U. S. Dept. of Commerce. 1937. Pp. 156, multilithed. 10c.) 

The public utility and the rate problem. (New York: Recording and Statistical 
Corp. 1936. Pp. 34.) 

Rand McNally commercial atlas and marketing guide. 68th ed. (Chicago: Rand 
McNally. 1937. Pp. 552. $36.) 

The recovery problem in the United States. (Washington: Brookings Inst. 1936. 
Pp. xiv, 709. $4.) 

Wheat futures: volume of trading, open commitments and prices from January 3, 
1933, to December 31, 1935. Stat. bull. no. 54. (Washington: Supt. Docs. 
15c.) 


Capital and Capitalistic Organization 


Introduction to Corporate Finance. By JOHN C. BAKER and DEANE W. 
MaLotr. (New York: McGraw-Hill. 1936. Pp. xxii, 382. $3.00.) 


This is the most recent addition to the Harvard problem books in the 


icld of corporation finance. Whereas former numbers of this series aimed to 


provide material for advanced students, this volume is intended to be an 
introductory textbook. It represents a departure from the usual plan in 
that it recognizes the need for something more than a bare collection of 
problems. In addition to a general but brief introductory chapter to the 
volume as a whole, each of the eight sections into which the book is divided 
is accompanied by brief paragraphs dealing with the “scope’’ of the prob- 
cms involved. Following each problem is found a list of questions con- 
cerning the specific case in hand, and at the end of each section summary 
questions are introduced. Following these summary questions is a list of 
) well selected readings to be used in connection with the work of the section. 
_ In the general introduction the aims and purposes of the case method of 
instruction are set forth, and welcome suggestions are offered as to the 
dest procedure to be followed. It is recognized that in order to get the 
best results the case method needs to be supported by readings from the 
standard textbooks and journals supplemented by “‘wide” reading of the 
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current financial press. The quest is always for the “underlying principles,” 

As a rule the questions accompanying each case are based upon the specific 
material presented. Yet one feels here even more than in the advanced 
problem books that the purposes of the case method would be better served 
and much time saved if the questions presented more forcibly the issues and 
problems involved. It is particularly disappointing and unfortunate tha 
most of the questions in the introductory sections are not directed toward 
the solution of the problems in hand but are of a general type to which the 
answers can be found only in the formal textbooks. 

The chief significance of the introductory matter is that it constitutes ; 
recognition that the student needs more guidance than is usually given in 
the problem books. Although mainly occupied with the “scope” of the 
problems of each section, it also deals briefly with certain principles involved 
in the succeeding cases. 

The summary questions at the end of each section are of a formal na- 
ture and as such are a recognition of the necessity of this type of discussion 
if the student is to acquire a broad grasp of his subject. 

The problems themselves, 59 in number, deal almost entirely with indus- 
trial concerns. They are especially well selected, shorn of most unessential 
material, and drawn from the experiences of prominent corporations. They 
will undoubtedly arouse a continuing interest in the mind of the student in 
the future financial affairs of the corporations concerned. 

When viewed in its entirety this volume is a distinct advance over the 
usual problem book in this field in that it represents an attempt to combine 
formal discussion with the case method. 


J. E. KirsHman 
University of Nebraska 


The Decline of Competition: A Study of the Evolution of American Indu‘- 
try. By ARTHUR ROBERT Burns. (New York: McGraw-Hill. 1936 
Pp. xiv, 619. $5.00.) 

A significant contribution to the literature of economics and busines. 
this book presents a penetrating analysis, based upon a wealth of factual 
data, of the changes that have been taking place in the last half century 
in our system of production and distribution which appear to be bringing 
the era of competitive capitalism to an end. Much has been written by 
scholars and political leaders concerning the increasing concentration of 
economic power, the effect of this concentration upon the market, and the 
measures designed to restore the pristine simplicity of the competitive sys 
tem as envisioned by the classical economist. Professor Burns believes thet 
much of this literature is based upon “naive conceptions of ‘competition 
and ‘monopoly.’ He attempts, therefore, to deal with those realities which 
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must be comprehended if a successful program of social control is to be 
formulated. 

Developments in Washington during the last few years give convincing 
evidence of the widespread doubt that competition can survive and produce 
satisfactory social results. In a thorough and convincing manner, Professor 
Burns traces the causes of the increase in importance of the monopolistic 
elements in our industrial life which have given rise to this doubt. He 
deals with technological causes of decline in the number of sellers and 
with certain matters of social policy such as corporation, patent, and anti- 
trust laws which he believes have actually operated to the same end. 
He describes the conditions of sale and the conditions of production that 
have become commonplace, and concludes that 
the characteristic of industrial organization during the present century is the 


erowth of firms large enough in relation to their industries as a whole for it to be 
rational for them to disregard the effect of changes in their output, or their price 


} policy, upon the market as a whole; they must take account of the effect of a reduc- 


tion in price not only upon the volume of their sales but also upon the total 
revenue from these sales. They find themselves in the position of a monopolist in 
that, in pursuit of the maximum of income, they must choose the best saison 
of price and sales, having regard for the effect of changes in output upon costs. 


It would be logical to expect that in such an environment, price and 


} production policies would differ from those in a state of perfect competi- 


tion. To determine whether or not this is the fact, Professor Burns analyzes 
the historical development of trade associations and their present-day ac- 
tivities. In addition, he examines the phenomena of price leadership, shar- 
ing the market, stabilization of individual prices, price discrimination, non- 
price competition, and integration of industrial operations, which appear 
to be present in industries such as steel, anthracite, petroleum, cement, and 
sugar. Court records, trade association literature, NRA code proceedings, 
and speeches of trade leaders have all been subjected to most careful 
scrutiny by the author, and a large amount of extremely significant material 
has been discovered and presented. 

The book ends with a discussion of the objectives and the means of social 
control. Professor Burns is of the opinion that it is impossible for us to 
restore perfect competition by law. Furthermore, he believes that there is 
no real desire on the part of society for such a policy. He concludes, there- 
tore, that 


in both the political and economic sphere the greatest of all contemporary problems 
is that of deciding how great a concentration of power shall be permitted. The 
hoice Is not a simple one between complete individualism and complete collectiv- 
ism, neither of which terms has any precise practical application. The dangers of 
crift towards either extreme are now too obvious to be ignored. Rather the problem 
is one of designing patterns for the distribution of power that will minimize the 
evils of either extreme. 
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As to the means of social control, he compares the efficiency of legisla. 
tive, judicial, and administrative bodies, and concludes that administrative 
bodies of a very special type offer the most desirable machinery that has 
yet been devised. He would have these administrative bodies composed of 
“impartial persons required to consider the views of the interested parties’ 
rather than of persons representing conflicting interests. As for the sanc-. 
tions to be used to enforce the control of administrative bodies, he is ip. 
clined to place great emphasis upon the value of the “full ventilation of 
views as a precedent to the making of policy,” believing that there must be 
a broad measure of support of the supervisory bodies if the policies are to 
be successful. 


H. B. WELLs 


Indiana Universit) 


The Development of the Business Corporation in England, 1800-1867. By 
BisHOP CARLETON HUNT. Harvard econ. stud., vol. lii. (Cambridge: 
Harvard Univ. Press. 1936. Pp. xii, 182. $2.50.) 

The author of this book was formerly a member of the faculties of Dal- 
housie University and Harvard University and is now a member of the staff 
of Price, Waterhouse and Company. He gives a well organized account of 
the series of events whereby the corporate form of enterprise organization 
came to be made readily available for the use of the English business com- 
munity. After 1720 the harsh and ambiguous Bubble act had operated to te- 
tard the satisfactory development of company forms, at least outside the 
restricted field of the utilities, to meet the needs of expanding industry and 
commerce. Such unincorporated share-issuing companies as were organized 
were not infrequently handicapped by their inability to sue and be sued as 
entities, by the unlimited partnership liability of their shareholders, and, 
as it appeared from a series of judicial decisions beginning in 1808, by the 
fact that their very right to exist was in doubt. Gradually the force of public 
opinion became so great that the obstructive legal barriers to easy incorpori- 
tion were broken through. Private acts were passed to enable particular com- 
panies to sue and be sued in the name of an officer. The Bubble act was 
repealed (1825). By one of the clauses in the repealing act and by statutes 
enacted in 1834 and 1837 Parliament attempted, with little success, to en- 
courage the Crown to grant to trading companies some, if not all, of the 
privileges of incorporation. By the Joint Stock Companies Registration 
act of 1844 it became possible for business companies by mere procedure 
to obtain all the privileges of incorporation with the exception of limited 
liability. By the Limited Liability act of 1855, this last exception was elim- 
inated; full incorporation was then available to all who would comply 
with the procedures set forth in the statute. 
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Dr. Hunt traces the economic conditions which brought effective pres- 
sure to bear at the several stages of this legislative development. He sets 
forth clearly the clash of conflicting contemporary views regarding the 
desirability of easy incorporation. Limited liability was at the very heart 
of the matter. There was considerable fear that to grant this privilege freely 
would encourage unwise and unscrupulous promotion. In fact there was 
much promotion of these types in the ten years following 1855; in the 
view of some, limited liability had been a causal factor, if not the principal 
one, of the panic of 1866, and there was considerable pressure to turn the 
hands of the legislative clock backward. This pressure was ineffective. The 
Act of 1867, amending the Companies act of 1862, moved definitely in 
the direction of more and more effective regulation, not in that of reversion 
to a system of incorporation as a specially granted privilege. Then, says the 
author, ‘‘after more than a century of struggle against deeply rooted preju- 
dice and widespread misconception, and having weathered the storm of 
the sixties, freedom of incorporation was a definitely accomplished fact”’ 
(p. 157). 

This book is well documented. There is an appendix showing the pro- 
visions of Table A of the Companies act of 1862, a full bibliography, a 
table of cases, a table of statutes and an index. 

STANLEY E. HOWARD 

Princeton University 


NEW BOOKS 


JouNson, J. E., compiler. Government ownership of electric utilities (the pros 
and cons). (New York: Wilson. 1936. Pp. 329. 90c.) 

OsTROLENK, B. Electricity: for use or for profit? (New York: Harper. 1936. 
Pp. x, 211. $2.) 

In a manner quite reminiscent of Thorstein Veblen but without Veblen’s 
involved subtlety, Professor Ostrolenk directly and frankly poses the question 
whether utilities should be run by a profit-motivated management to the dis- 
tress of investors and consumers alike or whether the time has come for inves- 
tors, consumers, and the federal government to unite in using public utility 
resources to raise the public’s standard of living. The author answers this ques- 
tion with a categorical denunciation of private management and proposes, as 
an alternative to complete public ownership, publicly owned utilities as yard- 
sticks to provide competitive relief for consumers. 

The concise and clear exposition of the author, if read widely, will have as 
much effect in remedying the faults of corporate management, in the opinion 
of the reviewer, as the advocated actual control of utilities by groups repre- 
senting consumers’ standards of living. Business men will hardly believe their 
management of utility corporations has been so completely out of line with the 
public interest as Professor Ostrolenk makes it appear. 

The specificness of the examples given to illustrate the argument of the 
author (abbreviated case studies) raises a question of the preponderance of 
the evidence of too general high rates and faulty management. Although in 
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such a complex field there necessarily must be a balance struck to come to some 
conclusion, the quickness with which the author | ye judgment upon cor. 
porate practices and transactions makes one wonder whether the issue is 4s 
simple as depicted.’ 

These questions are minor ones, however. The book with its incisive dic. 
tion will serve a useful purpose of stimulating thought on a highly contro. 
versial subject. The most important limitation is the failure of the author to 
make the otherwise admirable descriptive material more analytical. 

OrBA F. TRAYLOor 


PecruM, D. F. Regulation of public utility security issues in California. Univ. 
of California at L. A. pubs. in soc. sci., vol. vi, no. 2. (Berkeley: Univ, of 
California Press. 1936. Pp. 71. 75c.) 

TouLMIN, H. A. Trade agreements and anti-trust laws. (Cincinnati: W. H. An- 
derson. 1937. Pp. 540. $7.50.) 

L’autarcie: la corporation devant la doctrine et devant les faits. Travaux du 
Congrés des Economistes de Langue Francaise, 1936. (Paris: Domat-Mont. 
chrestien. 1936. Pp. 235. 40 fr.) 

The public utility and the rate problem. (New York: Recording and Stat. Corp. 
1936. Pp. 34.) 

Resale price maintenance. Hearing before subcommittee no. 3 of the Committee 
on the Judiciary, House of Representatives, 75th Congress, 1st session, on 
H. R. 1611, to amend the act entitled “‘An act to protect trade and commerce 
against unlawful restraints and monopolies,” approved July 2, 1890, January 
27, 29, 1937. (Washington: Supt. Docs. 1937. Pp. 211. 20c.) 

Tennessee Valley Authority: analysis of the annual report released on December 
31, 1936. (New York: Commonwealth and Southern Corp. 1937. Pp. 61.) 


Labor and Labor Organizations 


Ebb and Flow of Trade Unionism. By LEO WOLMAN. (New York: Nat. 
Bureau of Economic Research. 1936. Pp. xviii, 251. $2.50.) 


The all-round conclusion by the author is that ‘‘the unfolding of present 
policies of industrial regulation and collective bargaining may well expose 
unions in this country, as it has in others, to governmental regulation of 
their policies and acts” (p. 169). 

The book is a statistical record of the changing membership of trade 
unions, in which field, following his earlier The Growth of American Trade 
Unions, 1880-1923, and assisted by the staff of the National Bureau of 
Economic Research, the author may well be considered the leading authority 
in this country. 

But the book is also—considering its author’s many years as economic 
adviser and participant in the negotiations of the Amalgamated Clothing 
Workers’ Union and his position as professor of economics at Columbia 


* Although the fraud case of Samuel Insull ef al. is hardly analogous to ethical conduct 
of business, the case is fairly typical of the difficulty of deciding corporate transactions 
to be improper. Traylor, “The Insull Trial,” Journal of Criminal Law and Criminology, vol. 
xxv (Feb.-March, 1935), 782 
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University, as well as his later chairmanship of the Labor Advisory Board 
of the N.R.A., his membership in the National Labor Board and his chair- 
manship of the Automobile Labor Board—as nearly an authoritative inter- 
pretation of the statistics as one may expect to find in this country. He 
gives abundant credit to others from whom he may have derived inter- 
pretations or statistics. 

There is an appendix of 40 pages containing the most extensive statistical 
details as yet compiled, with interpretative notes, on which the subject 
matter of the book is constructed. 

The introduction, printed after the book came off the Pfess, brings down 
to the year 1936 the split of the craft and industrial unions of the Ameri- 
can Federation of Labor, although the statistics of the book end mainly with 
the year 1934. Indeed, the period covered statistically is the 38 years from 
1897 to 1934. So rapidly does everything change nowadays that he would 
have had much to add in January, 1937, though I expect he would find 
thal the later events are further confirmation of what he inferred when 
the book went to press. 

I can find but one point of interpretation where I might suggest that his 
own observations have not been brought into his conclusions regarding 
the future. He says (p. 162) regarding the period of prosperity, 1920 to 


1929: 


In the United States, as in other countries, periods of good business and ex- 
ding employment have been considered favorable to the spread of trade 
unionism, In prosperity strikes stand a greater chance of success. Strikers are 
| to replace, and employers, facing the loss of business and profits, are more 

ink ile to yield to demands for better conditions and union recognition. During 
the prosperity of the 1920's this rule failed to work. Strikes were less frequently 
called and the membership of unions, except in the building and railroad in- 
dustries, steadily declined. The very prosperity of the period and the generally 
high standards of wages and employment acted, apparently, in most classes of 
ind ustry to retard rather than to accelerate the pace of union growth. Similar 


conditions appear to affect the labor situation during the present business recovery. 


Yet he had said previously, regarding this same period (pp. 36, 37): 


Associated with the spread of mass production methods was a marked accelera- 


Btion in the rate of the application of invention to the processes of industry and 


the introduction of machinery. Those features of the changing technique of in- 
dustry in the 1920's revealed themselves in extraordinary increases in the per 
Cpita output of labor. They were regarded, therefore, as having the two-fold 
effect of throwing out of employment precisely those workingmen most likely to 
join unions and to become the nucleus of organization, and of creating in good 
times the unusual phenomenon of a surplus of labor. Current estimates of un- 
«mployment, which, it was believed, showed the existence of a considerable 
re in even the best years of this period, and the observed decline in manu- 
facturing and railway employment after 1923, lent support to the belief in the 

‘istence of a substantial amount of so-called technological unemployment and 
df a surplus of labor, 
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I should have liked to see, in this book, Wolman’s own estimate of the 
statistics of unemployment during the period covered and his interpretation 
of the relative weight to be given to the communist argument of an ip. 
crease in technological unemployment compared with the business-cycle 
arguments. Such a comparison would have clarified for me his all-round 
conclusion of a tendency in this country, “‘as in others,’’ toward what js 
either a fascist or a communist obliteration of trade unions. 

This point was called to his attention by one of the directors of the By- 
reau, Mr. N. I. Stone, as regards Wolman’s estimated increase to 18,000,000 
members of the Russian trade unions compared with only 3,608,600 in 
the United States. His comment would apply equally to Wolman’s assertion 
of an increase to 9,000,000 members of the German unions, or to a similar 
inclusion of Italian unions for which Wolman does not give statistics. Stone 
said in a “‘director’s’ note,’ (p. 167) as permitted by a by-law of the 
Bureau: 


Russian unions are not trade unions in the accepted sense. Membership therein 
is compulsory. On the other hand, the unions have become organs of the govem. 
ment, their officers are appointed by the powers that be and are not responsible 
to the rank and file. Strikes are not tolerated, being regarded as counter. 
revolutionary or treason to the state. 


According to Wolman, apparently, the obliteration of trade unions is ar 
expansion of trade unions. 
JOHN R. Commons 
University of Wisconsin 


NEW BOOKS 


Commons, J. R. and ANpReEws, J. B. Principles of labor legislation. 4th tev. 
ed. (New York: Harper. 1936. Pp. xvili, 606. $3.25.) 

The fourth revised edition of this standard work appears at an opportune 
time. Since 1927 when the third edition was published, a vast amount of labor 
legislation has been enacted including the epoch-making American Socil 
Security act. All of this has been competently digested and the results incor 


porated in the new edition. 
G. E. B. 


CRUCHLEY, O. and CRUCHLEY, I. Freedom in our time. Fabian tract no. 24. 
(London: Fabian Society. 1937. Pp. 15. 2d.) 

DAUGHERTY, C. R. Labor problems in American industry. 3rd impression. (Bos: 
ton: Houghton Mifflin. 1936. Pp. xviii, 959. $3.50.) ; 

Foster, W. Z. What means a strike in steel. (New York: Workers Lib. Pubs 
1937. Pp. 63. 5c.) | 

GaGuiarDo, D. The Kansas labor market, with special reference to unemploy 
ment compensation. Humanistic stud., vol. vi, no. 1. (Lawrence: Univ. 0 
Kansas. 1937. Pp. 71. $1.) 

Hopkins, H. L. The realities of unemployment, (Washington: Works Progres 
Admin. Pp. 18.) 
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the Hopkins, W. S. Seasonal unemployment in the State of Washington. Pubs. in the 
tion soc. sci., vol. viii, no. 3. (Seattle: Univ. of Washington. 1936. Pp. vii, 81-168.) 
in Author concludes from submitted statistical data that large groups of work- 
| ers will be unable to draw benefits during the dull season. A six-week waiting 
* season will eliminate three-fourths of the seasonal workers. Dovetailing of em- 
und ployment does not constitute an effective solution. Seasonal unemployment is 
at is increasing faster in Washington than in the industrialized East. An unem- 

ployment compensation plan is advocated. 
Bu: Hopwoop, J. O. Salaries, wages and labor relations. (New York: Ronald. 1937. 
000 Pp. ix, 124. $2.50.) . 
0 Howarp, C. P. and SoKo.sky, G. E. How can labor and industry solve their 


problem? American’s town meeting of the air, ser. 2, no. 11. (New York: 
=6American Book. 1937. Pp. 29. 10c.) 

nilar Keir, M. Labor's search for more. (New York: Ronald. 1937. Pp. xii, 527. 
stone $3.50.) 

the KuczyNskI, J. Labour conditions in Western Europe, 1820 to 1935. (London: 
Lawrence and Wishart. 1937. Pp. vii, 118. 4s. 6d.) 


This slender volume on a large subject is obviously written from a rather 


erein pessimistic, Marxian viewpoint. The author is confident throughout that 
vern- under a capitalist régime nothing but deterioration is to be expected in the 
nsible position of the working class. Even when compelled to admit that after about 
unter- 1850 in England and a decade later in Germany and France the policy of 


employers changed from one of long hours and low wages to one of shorter 

hours and higher wages, he none the less holds that this was merely a device for 

increasing the intensity of labor and thus making more profits. If the condi- 

tion of labor in Western Europe itself seems to have improved during the latter 

NS part of the nineteenth century, at least in the matter of real wages, this was 

offset by the merciless exploitation of labor which was going on in the de- 

pendencies also dominated by European capitalism. Welfare measures and 

social insurance are held to be only concessions made for the purpose of per- 

_—® _spetuating the system and making it more lucrative. Little credit is given to hu- 

h se manitarianism or to the labor movement itself for bringing about these im- 
provements largely in opposition to employers. 


1S an 


ortune The real contribution of the book lies in its analysis of the difficulties and 
f labor pitfalls that confront the wage historian or statistician. The writer very prop- 
Soci erly entertains a low opinion of the state of our knowledge in this field and 
incor deplores the neglect of such study. He shows that even after figures are ob- 
| tained for real wages at different periods these must be corrected for the 
. B. relative number of workers in low-paid industries like agriculture and in more 
highly paid industries like manufacturing; for changes in the amount of 
D. 244 short-time and unemployment; for variations in the tax burden and in dues 
for social insurance; for losses due to accidents and disease not covered by 
. (Bos insurance; for strike and trade-union costs; for the changing standard of liv- 
‘ ing of the workers, especially in periods of depression as compared with 
y. Puds periods of prosperity; and, finally, for the somewhat imponderable item of 
" telative wages’""—the proportion which wages bear to the total product. 
WarrEN B. CATLIN 
niv. 


Le Saux, M. La déligion. 1. Pour qu'il n’y ait plus jamais de chomage. (Paris: 
Progress Lib. Gén. de Droit et de Jurisprudence. 1937. Pp. 421. 15 fr.) 
Marsh, L. C. Employment research: an introduction to the McGill programme 


384 Reviews and New Books [June 


of research in the social sciences. McGill soc. res. ser., no. 1. (New York: 
Oxford Univ. Press. 1935. Pp. xviii, 344. $3.) 

In 1931 McGill University began an ambitious program of research aided F 
by a grant from the Rockefeller Foundation. The present volume is in the 
nature of an interim report. The director, Professor Leonard C. Marsh gives ‘ 
an account of the studies under way and a reasoned justification of the choice 
of subjects calling for investigation. Although the central object of study js | 
the economic problem of employment in the Montreal area, the wider impli- c 
cations of the subject are emphasized, and the codperation of experts in other 
disciplines (psychology, engineering, sociology and medicine) has been sought. 


The 32 studies now in progress fall into certain clearly defined groups. Five ; 

deal with the general development of the Montreal labor market; its occupa 

tional and industrial structure, trends of employment and unemployment, the Y 

development of manufacturing in the post-war period, the factors determining t 

industrial location and the technical factors in employment and industry, Six t 

| studies concentrate on the conditions affecting employment and unemployment 

* in a number of specific industries (iron and steel, cotton textile, food and drink, c 
railways, building, and dock and harbor). Five center upon unemployment t 

and unemployment relief (an analysis of seasonal unemployment, the char. Q 

acter and incidence of bankruptcy, physical conditions of the unemployed, ¢ 

problems of women workers, and unemployment in Western Canada, for ( 

whose inclusion in the group a not very convincing case is made). The supply i 

of labor is treated in three investigations of the influence of vocational and 3 

general education, three on occupational abilities and choices and a general 5 


study of the methods of recruitment. The economic and social adjustment 
of important groups of immigrant workers is the subject of six investigations. 


The remaining three studies will deal with agriculture and with the legal Mu 
status of the wage-earner in Quebec. S 
This first volume is clearly written very largely for the non-expert. Espe- Nic 
cially is this true of the chapters on the rdle of social research, social science a 
and the university, and methods and objectives. They contain sound, but not Pr 
novel, generalizations. The central chapters present a general analysis of the na- if 
ture of the labor market and of the employment problem, admittedly offered Ry: 
not as a new contribution, but in order to promote a wider understanding of l 
the significance of the detailed inquiries undertaken by the group. The gen- Up} 
eral problem is discussed in the light of the special conditions of the Montreal 5 
area in so far as these are revealed by breakdowns of the census data. 
EvVELINE M. BURNS 
MINEUR, J. La réglementation conventionnelle des salaires er Belgique, (Gem- : 
bloux: Duculot. 1936. Pp. 328. 60 fr.) ‘ 
Two-thirds of the work deal with the history of collective organization and . 
the innumerable conflicts, shifts and adjustments in the wage regulations o! ‘ 
the whole gamut of Belgian industries, and the last third embraces the con p 
structive contribution of the author. The study amply illustrates that in spite 
of the will to collaborate the power of fixing wages is disproportionate be » 
tween the labor syndicates and the industrialists. Although wage regulations T 
are the result of voluntary initiative, contingencies determine and expiain the au 
tenure and scope of their application and variation. p 
Variations in the professional specialization of the workers, the solidarity b 


of the employers, the concentration of industry, the varying power of resistance th 
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on the part of labor organizations, the personal factor of those who comprise 
the paritary commissions—all these factors and others combine to force an 
empirical solution to the problem of a minimum wage. 

The practice of conventional regulation effects an accommodation between, 
and a tempering of, the radical pretensions of either contending parties of 
producers. Their antagonism, while subsisting despite narrow collaboration, 
loses nevertheless its virulence in time. The growth in the number of paritary 
commissions is evidence of the general interests of both opposing parties. 

The degree of efficacy of conventional regulation is much greater in large 
and medium-scale industries, and it is at a minimum in small industries. 
Moreover, the intervention of legislation, coupled with the rigidity of law, 
lowers the degree of efficacy by injecting an element of groundless quarrel 
which neither is able to surmount and _—. Obviously the wide fap between 
the views of the workers and the employers exerts a divergent influence upon 
the evolution of wages. 

A study of the strikes in Belgium leads the author to the conclusion that 
conventional regulations are essential means in effecting social peace, at least 
they aid in the amelioration of conflicts. Organizations that make conciliation 
and arbitration obligatory, render codperation a mere appearance. Paritary 
commissions, representing the voluntary collaboration of the agents of pro- 
duction, are favorable to the preservation of social peace. The unwarrantable 
interference on the part of the state with the collective relations galvanizes the 
antagonism of interests, results in innumerable collisions, and renders each 
side less and less inclined to conciliate, as the fascist countries amply attest. 

HERMAN HAUSHEER 


Muste, A. J. Automobile industry and organized labor. (Baltimore: Christian 
Social Justice Fund, 513 Park Ave. Pp. 59. 15c.) 

NicHois, E. R. and Baccus, J. H., compilers. Selected articles on minimum wages 
ind maximum hours. (New York: Wilson. 1936. Pp. 461. $2.40.) 

Prit, O. The office worker—tlabor’s side of the ledger. (New York: League for 
Industrial Democracy. 1937. Pp. 22. 10c.) 

Ryan, F. L. Industrial relations in the San Francisco building trades. (Norman: 
Univ. of Oklahoma Press. 1936. Pp. ix, 241. $3.) 

Upnorr, W. H. The Kohler strike: its socio-economic causes and effects. (Madi- 
son: Author, 11 S. Murray St. 1935. Pp. 139. $1.50.) 


In this case study of the breakdown of welfarism, Mr. Uphoff has selected 
one of the best known and widely advertised examples, the Kohler Company. 
The author is plainly sceptical of welfaristic labor policies as a solution of 
capital-labor relations. Disillusion is difficult to avoid when one finds that a 
much publicized model village—presumably built by the company for its em- 
ployees—is mainly inhabited by office workers and company officials. The 
author has nevertheless attempted to describe without bias one of the major 
post-NRA labor struggles. 

The Kohler controversy follows a now familiar pattern. As a result of their 
experience in the depression, the workers decide that paternalism is not enough. 
[hey turn to union organization after the enactment of the NRA. To counter- 
act this activity a company union is immediately encouraged by the em- 
ployer. This being an era of progressivism, the employer agrees to negotiate, 
but he insists on granting similar privileges to the Kohler Welfare Association, 
the company-inspired body. Regarded as nothing more than a later-day tech- 
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nique of the anti-union employer, this proposal is rejected by the workers, 4 
strike, violence, the calling of the militia is followed by an election under the 
aegis of the National Labor Relations Board. The company wins the election, 
but the union claims it was effected by fraud and intimidation. A strike and 
boycott against the Kohler Company is still on. 

Mr. Uphoff introduces us to the methodology of the anti-union employer, 
facing organized labor under the New Deal. Slogans and weapons change; but 
behind them remains the resolve to deny labor the right to organize in inde. 
pendent organizations of its own choosing. PHILIP Tart 


VAN DER Ko rr, G. H. The historical development of the labour relationship; 
in a remote corner of Java as they apply to the cultivation of rice: provisional 
results of local investigations. Report C in the internat. res. ser., Inst. of 
Pacific Relations, issued under the auspices of the Nat. Council for the Neth- 
erlands and the Netherlands Indies. (New York: Am. Council, Inst. of Pa. 
cific Relations. 1937. Pp. 61. $1.) 

WoytTinsky, W. S., compiler. The labor supply in the United States: OCCU a- 
tional statistics of the 1930 census tabulated by class of work and industry, as 
well as by sex, race, and age groups. (Washington: Committee on Social Se. 
curity. 1936. Pp. 129. $1.50.) 

This preliminary statistical study has been made primarily to assist the 
Committee on Social Security, established by the Social Science Research Coun- 
cil. It presents a classification of the working population of the United States 
by industry and class of work. A distinction is drawn between proprietors, 
white-collar employees, skilled, semi-skilled, unskilled workers, and service 
workers. Sex, age, and race are also shown. Undoubtedly this study will be 
of great service to students of labor problems. 

Canadian Railway Board of Adjustment No. 1: sixth report of proceedingy, 
covering period October 1, 1933, to September 30, 1936. Suppl. to Labour 
Gazette, February, 1937. (Ottawa: H. M. Stationery Office. 1937. Pp. 11.) 

Decisions and orders of the National Labor Relations Board, vol. 1, Dee. 7, 
1935-July 1, 1936. (Washington: Nat. Labor Relations Board. 1936. Pp. 
1094. $1.75.) 

Entrance rates and full-time hours of common laborers employed by cities, Sep. 
tember, 1935. Bull. no. 627. (Washington: U. S. Dept. of Labor. 1937. Pp. 
v, 31. 10c.) 

Industrial unionism and social construction. (Columbus, Ohio: Glen Carothers, 
807 Linwood Ave. 1937. Pp. 39.) 

Labour and the distressed areas: a programme of immediate action. Interim report 
of the Labour Party's Commission of Enquiry into the distressed areas. (Lon- 
don: Labour Party. 1937. Pp. 16. 114d.) 

Maritime statistical handbook. (1) Salaries and wages of merchant marine per 
sonnel. (2) Number of merchant marine personnel. (3) Classification of sex 
going merchant tonnage. Stud. and rep., ser. N (statistics), mo. 21. (Geneva: 
Internat. Labour Office. Washington: Internat. Labour Office. 1936. Pp. vii, 

223. $1.25.) 

National Railroad Adjustment Board, awards 401 to 594, fist division, val 
3; awards 595 to 788, first division, vol. 4. (Washington: Nat. Railroad Ac- 
justment Board. 1936. Pp. 640; 640. $2, each.) 

Partial revision of the minimum age (industry) convention, 1919 (no. 5). 23td 
sess., rep. vi. (Geneva: Internat. Labour Office. 1937. Pp. 36.) 
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Partial revision of the minimum age (non-industrial employment) convention, 
1932 (no, 33). 23rd sess., rep. vit. (Geneva: Internat. Labour Office. 1937. Pp. 
38. 

Pr i of the twenty-fourth annual convention of the International Associa- 
tion of Public Employment Services, United States and Canada, Indianapolis, 
Indiana, May 27-29, 1936. Div. of Labor Standards, bull. no. 8. (Washing- 
ton: Supt. Docs. 1936. Pp. 124. 15c.) 


Wages and hours of labour in Canada, 1929, 1935 and 1936. Suppl. to Labour 
Gazette, January, 1937. (Ottawa: H. M. Stationery Office. 1937. Pp. 152.) 


Money, Prices, Credit and Banking 


Investment Banking. By H. PARKER WILLIs and JULEs I. BoGEN. Rev. ed. 
(New York: Harper. 1936. Pp. xiv, 667. $4.00.) 


The first edition of this book appeared just before the 1929 crash, a 
matter of regret to one reviewer in 1930" who felt that this dramatic lesson 
for investing mankind might have modified the views contained in any 
then contemporary study of investment banking. That regret is met in this 
second edition, not by admitting that there have been basic changes in the 
investment banking function but by giving space both to the abuses that 
inspired the laws of 1933-1936 and to such changes in institutional opera- 
tion and procedure as followed the enactment of those laws. Observers of 
things as they were in 1933 and 1934 (as, e.g., the withdrawal of J. P. 
Morgan and Company from the security business) who passed snap judg- 
ment on the history-making significance thereof may now correct their own 
conclusions by reading in 1937 this study, noting, if they will, that its 
revision required but slight rewriting, and that the essential functions of 
the security underwriter and distributor are still required and practised, and 
even by the same practitioners (as, e.g., Morgan Stanley and Company, 
organized in 1935). It is safer not to be too close to the events that one 
would interpret (see Berle’s article in Yale Review, XXIII, “High 


Finance: Master or Servant’). 


Items of modernization in the new edition include: 


(1) SEC proposals on dealer-broker segregation, the work of the specialist. 
(2) Federal reserve and SEC control of brokers’ loans, bank loans on 
securities, Margin requirements, over-the-counter markets. 
The divorce of investment from commercial banking. 
Investment trust tax status under the Revenue act of 1936. 
Growth of investment counsel organizations. 
Life insurance assets to 1935; depression experience. 
Reserves and reserve funds under the Social Security act. 
New trends in corporation finance: working capital self-sufficiency, cur- 
rent loans replaced by security issuance, none investment, earnings 
and the 1936 Revenue act. 


Am. Econ. Rev., vol. 20 (1930), p. 322. 
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(9) Mortgage banking: depression lessons, federal agencies, future urhay 
financing. 


(10) Attempt at credit elasticity since 1930. 

(11) The Exchange act and speculation, manipulation. 

(12) Securities act of 1933 (new chapter). 

(13) Maintaining the market since 1930. 

(14) Index revised and many titles added. 

These additions are factual and but slightly interpretative. The same 
organization of subject matter has been retained, as has most of the word. 
ing. Retained, therefore, is its original merit, a merit that strengthens the 
hand of those who prefer to study and teach practice and fact as part 
and parcel of the main body of economics. In these days of compilers 
computers, describers, and surveyors it is still essential say some, and more 
than ever, say others, that economic logic be brought by those who can 
to the study of institutional structure and procedure. For economists so to 
do is not only to forestall craft suicide but to practise good pedagogy. The 
world is overmanned with alumni who know too much and think too 
little. A bond-salesman is just a bond-salesman unless part philosopher, 
if the latter he may be a good citizen, too. And education, not so long since, 
took warrantable pride in posing itself that objective. 

W. BAYARD TAYLOR 

University of Wisconsin 


Money, Prices, and Wages in Valencia, Aragon, and Navarre, 1351-1500. 
By EArt J. HAMILTON. Harvard econ. stud. no. 51. (Cambridge 
Harvard Univ. Press. 1936. Pp. xxviii, 310. $4.50.) 

In this study Professor Hamilton carries back a considerable distance the 
investigation of price history in Spain first presented in his American Treai- 
uve and the Price Revolution in Spain, 1501-1650 (1934). A subsequent 
volume is to bring the work down to 1800. Assistance in the arduous task 
of extracting statistics from medieval archives was obtained from the Laun 
Spelman Rockefeller Foundation, through the International Committee on 
Price History. 

In the Spain of this early period prices, wages, and money itself must be 
studied in the local political units of a country not yet unified. To an exteat 
even greater than would at first appear natural Professor Hamilton discover 
diverse results in the three kingdoms which in terms of modern econom« 
contacts were not far distant from one another. 

In Valencia we have the case of a small state whose currency during 
the period studied was on the whole carefully controlled; but price data did 
not exist in usable form prior to 1380, and it was impossible to determin: 
how far prices in this area rose in response to the increased use of gold 0! 
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other factors in the period 1300 to 1380. There was here a notable restraint 


in the all too common medieval tendency to debase the coin. The silver 


money was altered in fineness but once and in weight but twice in the course 


f 108 years. The principal gold unit was preserved in both weight and fine- 
ness from 1369 until 1483. The volume of circulating coin tended to ex- 
pand, chiefly in the form of silver- “copper money, in sufficient degree to 
preserve a fairly steady general trend of Prices in terms of the usual money 
of account, even though in terms of gold prices it would have declined con- 
siderably during the latter half of the fourteenth century. Despite the stabil- 
ity of the general price tendency in the period, it was found that after about 
1460 prices of farm products rose, while building materials declined. The 
wages of labor, heavily weighted by building crafts, show a broad trend 
closely paralleling that of prices, but in terms of foods, used as a rough cost- 
of-living index, real wages declined after 1460, following a long period 
of relative stability which began about 1410. 

In Aragon, despite the greater difficulty of obtaining monetary data, 
the general conclusion emerges that although the currency was to a greater 
degree represented by gold coins, and thus subject to this extent to the 
appreciation in value in the last half century of the period studied, there 
was on the other hand a greater extent of debasement, both in the gold 
and the silver or “‘vellon’’ coinage. Prices in this kingdom were found for 
a smaller range of commodities than in the two other areas; and partly 
for this reason the index numbers constructed to show the average move- 
ment reveal much wider year to year fluctuations than in the other states. 
The general trend from 1381 to 1500 closely parallels, however, that for 
Valencia. Professor Hamilton was able to secure some fragmentary price 
data during the period from 1280 to 1380 which disclose a considerable 
rise in the price level beginning soon after 1300. The wage index for 
Aragon was built up from meager data, relating to a few building crafts. 
These data show about the same general trend as prices, but in the latter 
half of the fifteenth century wages appear to remain on a higher average 
level than commodities, the latter tending somewhat downward. Profits, 
Hamilton surmises, must have been disappointing in these years. 

It was in Navarre that the widest advance in both prices and (from frag- 
mentary data also) wages occurred after 1300. Even after 1380, when there 
is comparable evidence for Aragon, prices continued to rise in Navarre, 
although the latter steadied in the period from about 1400 to 1450, when 
ata again rendered results fragmentary. In Navarre the currency was sub- 
ject to considerable tampering, with the result that the Aragon gold florin 
was valued at 13 shillings of currency in 1351 and 44 shillings in 1431. 
For this area the price data found available and usable proved to be superior 
n character and range to those found in the other two states, the index 


| 
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numbers beginning 1351. The author’s detailed description of the data and 
the methods used in compiling and computing throw interesting sidelights 
upon consumption habits and trade movements of that day. One strikin 
result appears in the comparison of price and wage movements, the latter 
indicating a much more rapid rise during the fourteenth century than 
prices, although real wages declined again moderately after 1400. In term; 
of gold, both prices and wages fell severely toward the latter part of the 
fifteenth century in Navarre. Hence the debasement and progressive cheap. 
ening of the coin, particularly the coins of account, tended to prevent nom- 
inal prices from the decline which, with growing trade and scarcity of gold, 
darkened the European business atmosphere prior to the new discoveries 
of the precious metals during the succeeding century. 

Among the conspicuous merits of this work may be mentioned the me. 
ticulous care exercised by the author in locating, examining, testing, and 
checking his data, most of them drawn from church, hospital, or toyal 
household archives and accounts. Sources are clearly indicated, and each 
step in the process of developing the data is explained sufficiently well to 
afford a high degree of confidence in the results. At the same time there is 
some danger that the uncritical user of the final results may overlook the 
inadequate character of the raw material which went into these index nun- 
bers and may make comparisons or draw other conclusions not wholly 
supported by the data. Professor Hamilton may have recognized that dati 
of prices and wages which represent only a few aspects of even the simple 
economies of that distant day could not fairly be made to bear a high degree 
of refinement in their statistical manipulation and he clearly sets forth the 
gaps and the shortcomings. The statistician, however, might still object to 
the use of an arithmetic average in deriving the final indices when its us 
is justified by ‘‘the belief that of all classes of index numbers the arithmetic 
will prove the least esoteric to historians—little accustomed to precise quat- 
titative measurements.’ 

What could be said by way of criticism of this book would be directed, 
not to the competence or adequacy of a definitive and admirably planned 
investigation, but rather to the form of its presentation. The reader is a 
sumed to know his medieval history thoroughly and even his facts o1 
medieval Spain. One is supposed to know, for example, that the money 0 
account in these kingdoms was derived from Charlemagne’s pounds, shill: 
ings, and pence, as this is not divulged until page 121, even though hintet 
at before. One hopes that in his final volume Professor Hamilton will take 
greater pains to avoid discouraging his readers with excessive textual cla 
oration of what rightly should be in footnotes or appendices. 

NorMaAN J. SILBERLING 

Stanford Graduate School of Business 
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and NEW BOOKS 

ghts ANDERSON, B. M., JR. Gold, stabilization funds and prices. Chase econ. bull., vol. 
king xvii, no. 1. (New York: Chase Nat. Bank of the City of N.Y. 1937. Pp. 19.) 
atter . . The value of money. Rev. ed. (New York: Richard R. Smith. Pp. 


Basson, R. W. If inflation comes: what you can do about it. (New York: Stokes. 
erms 
. 1937. Pp. 214. $1.35.) 
the BusscHAU, W. J. The theory of gold supply, with special reference to the prob- 


\eap- lems of Witwatersrand. (New York: Oxford Univ. Press. 1936. Pp. x, 193. 
10m: $3.75.) 

gold, The author discusses more particularly the technical factors which govern 
eres the supply of gold. He considers valuation, the amount of profitable capitaliza- 


tion, the life, and the grade of ore. Throughout underlie the concepts of mar- 
ginal revenue and marginal cost. 
> Me: Cian, G. and Crump, N. The A B C of the foreign exchanges. 10th ed. (Lon- 
, and don: Macmillan. Pp. 393. 5s.) 
royal Davis, H. L. Insurance and banking: examination and accounting. (Boston: 
each Christopher Pub. House. 1937. Pp. xiti, 227. $4.50.) 
ell to Fercuson, D. G. and Lester, A. H. Inflation’s timing and warning symptoms of 
: its explosive stage. (Cambridge: Am. Inst. for Econ. Res. 1937. Pp. 64. $1.) 
abe Timing of five great inflations; early stage of inflation; critical points; the 
k the explosive stage; warning signals of disaster. 
num: HANKINS, E. B. The new channel. (Boston: Christopher Pub. House. 1937. Pp. 
holly HR xi, 135. $1.75.) 


t data The author states (on the wrapper) that “. . . the thesis of the monetary 
imple policy outlined in this book was revealed . . . after six years of devoted study of 
legte the metaphysics of human existence and the clear-cut logic of common sense 
h the reasoning.” In the publishers’ announcement it is said, by the author, that he 
th the is a veteran carpenter and that this book is his first attempt at writing. In 
ject to view of these facts the volume is rather remarkable. He proposes a “new chan- 
its use nel” to insure and control perpetual circulation of money, thereby insuring 
hmetic perpetual prosperity (p. 25). Dr. Townsend's plan is accepted, but it must be 
quis amended so that money will “. . . completely rotate once each month.” As a 
prerequisite, it is proposed to have an asset dollar, since interest is paid twice 

on the present “‘credit”’ dollar (p. 29). When no liability is created “. . . the 

rected credit can remain in circulation indefinitely. . . .” The “new channel” is an 
lanned agency in which the public deposits its money income. The deposits are invested 
iS as in government securities, the national debt is thus retired and interest charges 
ats os thereon cease. The bonds are merely held in trust as security for ‘*. . . the mathe- 
4 matical money. . . .” The “new channel” extends no credit, but “. . . merely 
me} : records it and keeps it safe.” The expenses of the “new channel” are to be 
; shil: covered by a maintenance tax on items deposited; and the monthly turnover 
hinted of the deposits is insured by a tax on unspent balances at the end of each 
ill take month. The proceeds of the latter tax will be used to pay Dr. Townsend's pen- 
sl lab sions. It seems, then, that the ‘‘new channel” is a rather crude combination 
ot Dr. Townsend’s panacea, the “100 per cent reserve” plan and a fiat cur- 

™ rency. The weaknesses of all three have been sufficiently exposed and cer- 


tainly three wrongs do not make a right. 
E. A. KINCAID 


§91. $2.50. 
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Harr, L. and Harris, W. C. Banking theory and practice. 2nd ed. (New York: 
McGraw-Hill. 1936. Pp. xi, 616. $4.) 

The numerous changes in state and federal banking legislation since 1925 
have made it necessary for the authors of this excellent text to revise it tho. 
oughly in order to bring its contents down to date. A chapter on investmen; 
has been added. Otherwise there has been no modification of the gener 
outline which was followed in the first edition. 


I. B.C. 


Harwoon, E. C. Where are we going? (Cambridge: Am. Inst. for Econ. Re, 
1937. Pp. 92. $1.) 

Hooper, F. W. The functions of a bank in relation to the capital market: a div. 
cussion of some criticisms of the London capital market in its relations with 
British industry, and of a suggested line of remedial action by the joint stoct 
banks. (London: Gee. 1936. Pp. x, 61. 2s. 6d.) 

Lin, W. Y. The new monetary system of China: a personal interpretation. (Chi. 
cago: Univ. of Chicago Press. 1936. Pp. 175. $2.) 

Dr. Lin, a member of the staff of the National Economic Council and aly 
acting chief of the research department of the Bank of China, published i 
Shanghai in 1935 an excellent study of China under Depreciated Silver, 1926. 
1931. The present book, published in Shanghai in the summer of 1936 ani 
now made available to the American market, brings the story up to date by 
tracing the effects of the subsequent appreciation of silver and discusses the 
departure of China from the silver standard on November 3, 1935, and the 
managed currency adopted at that time. 

About 70 pages are devoted to the background of the operation of the 
silver standard in China. Because the falling price of silver in 1930 and 1931 
was accompanied by falling world commodity prices, China was saved from 
the drastic price deflation experienced by other countries. The rising pric 
of silver in terms of sterling from 1931 and of the American dollar from 
1933 was not matched by compensating rises in world commodity prices, 9 
that China belatedly had a severe depression just when other nations wer 
beginning to recover. Dr. Lin, however, does not ascribe all China’s troubles 
to American silver policy, but traces other factors which had unfavorable 
effects in 1934 and 1935. 

The remainder of the book discusses the nature, the problems, and the 
prospects of the new monetary system. Dr. Lin points out that the policy his 
seemed to be aimed, and successfully, at a stable exchange rate rather than 
at a stable internal price level; thus China loses whatever advantage she his 
had in the past from the fact that, to some extent, a fluctuating exchang 
rate (or world price of silver) tended to keep down the fluctuations of de- 
mestic prices. 

The writer discusses the operation of the system during its first six months 
and the various banking changes also inaugurated by the government. He 
feels, as do most informed observers, that “the international and domestic 
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DICKSON H. LEAVENS 


Marcet, A. W. Inflation, inevitable or avoidable? (Minneapolis: Univ. of 
Minnesota Press. 1937. 25c.) 

Munn, G. G. Encyclopedia of banking and finance. Vol. 1. 4th rev. ed. (Cam- 
bridge: Bankers Pub. Co. 1935. Pp. Vill, 784. $6.50.) 

The fourth edition of this well known and useful manual appears in two 
volumes. The topics which are not subject to frequent change have been 
assigned to the first volume; and more ephemeral matters, such as legislative 
‘exts and statistical tables, are included in the second. This first volume con- 
tains definitions of some 3,500 terms relating to money, banking, foreign 
exchange, security markets, insurance and other business operations of a finan- 
cial character. But it is more than a list of definitions. Forms and phraseology 
of the principal instruments of banking and finance are presented; and in 
some cases the exposition of a subject covers more than 6 pages with a bib- 
liugraphy of 30 or more titles. 

In the main, the definitions are adequate for the a intended. In some 
instances, however, the author has sacrificed accuracy for convenience, giving 
a general and broad definition without noting the narrower connotations. This 
might be excusable were it not for the fact that in the preface (p. vi) he 
states, “Great care has been taken to achieve fine distinctions.” Cases may 
be cited (agent, certified check, contract, endorsement, receivership) where 
failure to recognize a fine distinction has resulted in a definition that may 
cause a Wrong impression on one who is unfamiliar with the law. In his dis- 
cussion of the statute of limitations, for instance, the author gives a table of 
the statutes of the various states showing that in Massachusetts a judgment 
is barred in 6 years, except when witnessed and then in 20 years. All judg- 
ments in Massachusetts are good for 20 years. 

Such defects, however, are minor ones, detracting little from the value of 
the book as an encyclopedia. This holds also of certain criticisms that may 
be urged against the author’s discussion of economic phenomena. His treat- 
ment of the business cycle, for instance, which takes less than 10 pages, 
though an example of skillful condensation, is vulnerable to the attacks of 
economists who have specialized in the study of the business cycle. It is re- 
markable that in a book covering such a wide range of topics the shortcom- 
ings are so few, a result probably attributable to the fact that, as indicated 
in the preface, ‘the work of the author has been reviewed by several experts 
in their own field.” 

RALPH E. FREEMAN 


pO Nei, L. D. and Di VeNutTI, B. Visual outline of money and banking. (New 


York: Longmans Green. 1937. Pp. 142. 75c.) 

PFLEIDERER, O. Pfund, yen und dollar in der Weltwirtschaftskrise. (Berlin: 
Junker und Diinnhaupt. 1937. Pp. viii, 256. RM. 14.) 

‘RKAR, B. K. The problem of correlation between exchange rates and exports: 
an analysis of Indian statistics in its bearings on economic theory. A paper for 
the 20th Indian Econ. Conference, Agra, December 31, 1936-January 2, 
1937. (Calcutta: Calcutta Oriental Book Agency. 1936. Pp. 13.) 


ork of obvious handicaps in many of these respects, Dr. Lin is hopeful of con- 
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SAYERS, R. S. Bank of England operations, 1890-1914. (London: P. §, King 
1936. Pp. xxiv, 142. 6s.) 

This book is devoted to an analysis of those — of the Bank of 
England which were concerned with the working of the gold standard in th. 
25 years prior to the Great War. The methods used for making, or trying to 
make, the Bank rate effective and methods of raising the market rate are pone 
into with great thoroughness. The Bank’s operations on the gold market, whic, 
were designed to influence the movement of gold into or out of the country, 
are also considered. In a final short chapter, the author gives his own concly. 
sions regarding the operations of the Bank, their strength and weaknesses, 

Mr. Sayers has done a useful piece of work in preparing this study of 
pre-war Bank operations. It gives the reader a clearer understanding of the ways 
in which the Bank influenced the money market and gold movements thiy 
can be obtained from the generally known sources on the earlier operations of 
the Bank. F. A.B. 


SHEPHERD, H. L. The monetary experience of Belgium, 1914-1936. (Princeton: 
Princeton Univ. Press. 1936. Pp. xvi, 271. $3.) 

STEINER, W. H. Mercantile non (New York: Longmans Green. 1936, Pp 
xi, 251. 

WAGNER, . F. Geschichte der Kredittheorien: eine dogmenkritische Darstellung 
(Vienna: Springer. 1937. Pp. xvi, 521. RM. 22.50.) ; 

WALKER, J. R. Bank credit as money: its hazards and their control. (New Yor: 
Harper. 1937. Pp. 158. $2.) 

WHITTLESEY, C. R. International monetary issues. (New York: McGraw-Hill 
1937. Pp. ix, 252. $2.50.) 

YounG, J. P. The United States silver policy. Foreign policy rep., vol. xii, no 
8. (New York: Foreign Policy Assoc. 1936. Pp. 12. 25c.) 

ZERBI, T. La banca nell'’ordinamento finanziario visconteo: dai mastri del Bani 
Giussano, gestore della tesoreria di Piacenza, 1356-58. (Como: Cavaller. 
1935. Pp. xv, 269.) 

Giacomo da Giussano, Milanese banker and treasurer of Piacenza, 135¢- 
1358, kept concise accounts of his transactions. Two of his ledgers have been 
found. The accounts in those two ledgers are most carefully analyzed by M:. 
Zerbi in this monograph. 

The revenues and their sources and the expenditures and their purposes of 
the Commune of Piacenza are analyzed in considerable detail, as are the fiscal 
operations in Piacenza of Gian Galeazzo II, over-lord of that Commune. Aa 
entire chapter is devoted to the financing of a long war, and one to the question 
of the source of the funds which Giussano used. The absence of subsidian 
ledgers and the illegibility of some sheets in the ledgers found made it in 
possible to reconstruct completely the fiscal operations of the period. But: 
partial reconstruction of the balance sheet of Piacenza showing income ani 
expenditures for the fiscal year 1356-1357 is presented. 

The study throws considerable light on the general character of economt 
life in Italy at that time. Especially does it reveal that private banks played: 
much more important rdéle in the public finance of Italian communes of tht 
fourteenth century than had been thought. The treasury drew largely upon then 
for credit, and the banks took part daily in the process of collecting ati 
spending public revenues. DOMENICO GAGLIARDO 
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Barclays Bank, Limited: report of the forty-second ordinary general meeting 
held on 21st January, 1937, and statement of accounts as at 31st December, 
1936. (London: Barclays Bank. 1937. Pp. 31.) 

\ember bank income and expense for the calendar year 1936. (Boston: Federal 

~ Reserve Bank of Boston. 1937. Pp. 2.) 
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Reciprocity: A National Policy for Foreign Trade. By Wit.iaM S. CuL- 
BERTSON. (New York: McGraw-Hill. 1937. Pp. x, 298. $3.00.) 
This able and vigorous defense of tariff bargaining, and of the Trade 
Agreements act of 1934 as administered by Secretary Hull, is designed 
primarily for the man of affairs and for the general reader; but it will prove 
useful also to the specialist. For Dr. Culbertson writes with the authority 
which comes from first-hand contact with problems of American com- 
mercial policy, first as vice-chairman of the United States Tariff Commis- 
sion (1916-1925) and later as Minister to Rumania and Ambassador to 
Chile. As tariff commissioner, Mr. Culbertson had an important part in 
the adoption in 1923 by our government of the unconditional form of the 


continuance of this policy in the Act of 1934 against Mr. Peek and other 
foes of “generalization.” Chapter 6, “Peekinese economics,” shows, by 
appeal to theory and to experience, the fallacies of bi-lateral trading. 

An active and loyal Republican, the author makes no apology for sup- 
porting a Democratic tariff measure which has been the subject of vigorous 
attack by his own party. For reciprocity, as he explains at some length in 
chapter 7, was originally a Republican policy sponsored by Presidents Mc- 
Kinley, Theodore Roosevelt and Taft. He defends tariff bargaining, (1) 
because he believes in a larger measure of administrative control of tariff 
rates, leaving to Congress the formulation of tariff policies, and (2) be- 
cause bargaining, in his opinion, is the only practicable means of reducing 
our excessive duties, and of removing the restrictions and discriminations 
in foreign tariffs which hinder the expansion of American export trade, and 
international trade in general. Recognizing that effective bargaining 
necessitates the reduction of American tariff rates with ensuing increase in 
imports, he asserts “‘with emphasis” (p. 54) that “imports can be sub- 
stantially increased in almost every line of American production without 
destroying the industries themselves. . . .” Later (p. 55) he states, “We 
have come therefore to a period in our national history which demands in 
the interests of national prosperity lower and more flexible tariffs.” 

Dr. Culbertson still clings to equalization of competitive conditions as a 
standard for tariff rates. He believes “‘in a protective tariff which equalizes 
competitive conditions for the American producer in the American market 
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but which does not free him from competition” (p. 63). Again (p. 132) 
he says, “I believe that tariff rates should not more than equalize com. 
petition for efficiently conducted industries.” These statements Obviously 
have widely different implications. It is one thing to set up the standard 
of equalization as a norm and quite another to set it up as a maximum, 

Apparently, notwithstanding his experience in trying, against great odds 
be it admitted, to administer the flexible provisions of the Act of 1922, 
Dr. Culbertson believes that a practicable formula can be found and can be 
effectively applied. Not only that, but he believes also that this formula, or 
principle, can be harmonized with the theory and the practice of tariff 
bargaining. ‘““The Trade Agreements act,” he contends (p. 114), “does 
not replace but sup plements section 336, giving to tariff making additional 
flexibility. .. .” Later (p. 186) he proposes that the policy of reciprocity 
should be strengthened by “an adequate rule in the law” which should 
“define the policy of Congress. . . . The object should be to have Congress 
lay down a rule as nearly mathematical as practicable; at least a rule which 
definitely indicates measurement or a standard for determining equality 
in exchange.” 

With these suggestions the reviewer is unable to agree. Realistic con- 
sideration of the accomplishments, or rather lack of accomplishments, in 
tariff making by formula under the Acts of 1922 and 1930 would seem 
to indicate that nothing valuable in tariff revision can be accomplished in 
this way. Section 336 of the Act of 1930, in fact, is a dead letter. It should 
have been repealed when the Trade Agreements act was adopted. To at- 
tempt to revive the flexible provisions and to prescribe ‘‘equalization of 
competitive conditions” as a rule in tariff bargaining would seriously en- 
danger the success of the new policy. Success in bargaining must depend 
very largely on the freedom of action enjoyed by the negotiators. Already 
they are limited by the requirement that no rate of duty may be lowered 
by more than 50 per cent of the present statutory rate. To tie their hands by 
formula would prove nothing short of disastrous. 

The book, on the whole, should help substantially the formulation of in- 
telligent public opinion on the trade agreements and on our entire commer- 
cial policy. Dr. Culbertson wields a vigorous pen. He has used it effectively 
against the false gods of the favorable trade balance and autarchy and has 
exposed certain newer fallacies such as bi-lateral trading. 

Percy W. BIDWELL 

University of Buffalo 
Sugar: A Case Study of Government Control. By JoHN E. DALTON. (New 


York: Macmillan. 1937. Pp. x, 311. $3.00.) 


Professor Dalton’s excellent study of the sugar industry may be divided 
into three parts—namely, sugar and the tariff, sugar and the Jones-Costigan 
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amendment, and the problem of government control of industry. The 


32 
| tariff history of sugar is presented briefly and for the most part adequately. 


om- . . . 

usly \ few points, however, are not clear. No explanation is given for the 
Jard statement that the substitution of a 2 cent bounty for the 2 cent duty on 
um sugar in 1890 tended to raise the price of sugar in the New York market 
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(p. 24). No distinction with regard to the incidence of government aid for 
the sugar industry is made between tariff protection and direct subsidies 
(p. 86). If the latter are paid from general revenues and not from special 
processing taxes, the burden is quite different from the protective tariff 
price-subsidies paid by consumers. The brief reference to the relation of ex- 
port industries and sheltered industries to tariff protection (p. 26) is in 
part misleading. Export industries are concerned with tariff protection be- 
cause of repercussions abroad and both types of industries are concerned 
with higher indirect costs at home because of tariff protection. 

Professor Dalton indicates clearly how the tariff, which had been reason- 


ae ably successful before 1914 in protecting the American sugar industry 
iality [™ (continental and insular) and in providing at the same time preferential 
~ B tariff treatment for the Cuban sugar industry, failed in 1933 to meet the 
con- [ difficulties of a severe depression. The war experience definitely committed 
ts, in fe the United States to the policy of sugar protection. Because of the ex- 
seem fe tremely low price of sugar in 1933, however, any tariff duty high enough 
ed in to maintain continental beet and cane sugar producers would have ex- 
hould panded greatly the lower-cost sugar industry in Hawaii, Puerto Rico, and 
To at- J the Philippines and consequently would have excluded Cuban sugar from 
on of fm the American market. Since the United States was committed by treaty 
ly en- J Dligations to a policy which would assure Cuba a substantial share of the 
epend American market, a division of the market among the various producing 
lready Marcas under a quota system offered the only solution. The sugar act of 1934 
wered fm (Jones-Costigan amendment to the A.A.A.) provided for marketing 
nds by J quotas, production control, processing taxes, and benefit payments. The 
| BBtariff on Cuban sugar was reduced during 1934 from 2 cents to 0.9 cents. 

of in- Although government control of sugar under the above plan (1934-36) 
mmet- fp tistled with difficulties, Professor Dalton’s analysis reveals a high degree 
ctively JBOf success in its administration. The consumer paid a retail price which 
nd has 2S approximately the same as in the pre-war years, that is, the consumer 
continued to make substantial contributions as formerly to the support of 

ELL the industry. Continental producers could not increase their output, but 
received a higher price for sugar plus benefit payments. Insular producers 

were forced to restrict their production and sale, but received a higher price 

(New Bplus benefit payments. Cuban producers were forced to restrict their sales 
to the American market, but received a much higher price. Because of the 

ivided uota system the reduction in the duty on Cuban sugar did not reduce the 
stigan uty-paid price in the American market and the world price plus the full 


| 
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duty (1.87 cents) became effective. C hild labor was prohibited and mini- 


mum labor standards wet iaaneed: The invalidation of the A.A.A, in 


1936 by the Supreme Court reduced sugar control to the quota system 


and small bounties to continental producers under the Soil Conservation 
act. A new plan for sugar control is now before Congress. 

Since the author concludes that sugar is a special case (p. 302), no broad 
generalizations are made with regar. | to the problem of the relation of gov- 
ernment to industry. 7 my analysis seems to show that government officials 
are capable of regulating an industry provided that the regulation benefits 
most of its members and lowers their resistance to control (pp. 306 and 


308). If government aid is extended to an industry, especially in the form 
of a protective tariff, pressure for its continuance develops and new forms 
of assistance may have to be devised to meet new conditions. Although the 
author states that the Supreme Court has not completely blocked the ef- 
fective use of federal control over industry (p. 6), abundant evidence is 
cited to justify a conclusion not mentioned—namely, that federal control 
over the sugar industry for the equitable protection of all interested par- 
ties—consumers, laborers, producers, processors, taxpayers—is impossible 
because of the Supreme Court’s interpretations of the powers of Congress 
(pp. 144, 160, 162, 283-4, 297-8). 
CLIFFORD L. JAMES 


Ohio State Univer 


The Undistributed Profits Tax. By ALFRED G. BUEHLER. (New York: 
McGraw-Hill. 1937. Pp. ix, 281. $2.75.) 

Special taxation of the undistributed profits of corporations is a novelty 

in America. Abroad, it was abandoned after a brief trial by Sweden and has 


generally been avoided by the leading nations. It is of course still too early 
for a thorough test of this device from American experience. Without 


awaiting the time for such a test, Professor Buehler has presented a study 
of the undistributed profits tax as embodied in the United States revenue 
act of 1936, based upon such materials as are now at hand. 

These materials, though not final, are substantial. The author sum- 


marizes previous suggestions for the taxation of corporations, — 
on their undistributed earnings. He analyzes President Roosevelt's original 


plan, offered to Congress on March 3, 1936, which would have abandoned 
all existing corporation taxes and substituted a single tax on undistributed 
profits; a plan which, ex cep for the regulatory and punitive character of 


its levy on undistributed profits, had much to commend it. We are given 
the legislative history of the i t, which, as it finally emerged, bequeathed 
us, not simplicity, but a more complic ated structure of corporation taxation 
than ever, consisting of four separate taxes: the “normal” income x, 
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made graduated by the act of 1935, the capital stock tax, the excess profits 
tax, and the new tax on undistributed profits. 

By way of critical analysis, Professor Buehler brings to bear upon this 
1x structure (1) an abstract of current opinions both for and against, 
2) the weight of basic facts and theory in the fields of taxation, corpora- 
sion finance, and general economics, and (3) his own reasoning, deductive 
and inductive. His command of these sources is extensive, and his reasoning 
; clear and convincing. He presents little in the way of original research 
his own part. The form of presentation involves considerable repeti- 
tion, some of which at least might have been avoided by more careful 
arrangement. 

The greater part of the conclusions at which Professor Buehler arrives 
ure of the negative sort. He riddles official argument claiming that this tax 
will simplify the corporate tax structure, will equalize the taxation of in- 
corporated and unincorporated businesses, will check undesirable saving 
and plant extension, or will solve the problem of surtax avoidance by 

wealthy investors; the tax will not tend to curb the growth and power of 

the large corporations but will have the contrary effect; it will not “stabilize 

business, prevent abuses in corporate financing, or remove inequalities in 
income taxation.”” On the positive side, the tax is found to place heavy 
and discriminatory burdens upon the young and growing corporations, upon 
those with debts to pay and past losses to make up, and upon those 
orporations whose businesses are especially subject to variation in earnings. 
As a revenue measure, the graduated rate structure is unsound, and the 
nigh rates required deprive the tax of its claim to being the most favorable 
means of obtaining the revenue demanded. The act appears as one of 
expediency, based upon a combination of revenue needs and the desire 
to attack big business for political reasons. 

With these conclusions the thoughtful students of taxation will find 
themselves generally in agreement. The author would no doubt be the 
ast to claim that all or even the most of his conclusions are the original 
ndings of this study. Most of them were already fairly clear to economists 
ind business men dealing with the matter. And this book is obviously not 
the last word on the subject. But many readers—particularly those not 
specially conversant with this field—will welcome the timely appearance 
of this clear and orderly presentation of the subject. 


FRED ROGERS FAIRCHILD 
Y ale University 


Central and Local Finance in Germany and England. By MasBeL New- 


COMER. (New York: Columbia Univ. Press. 1937. Pp. xi, 381. $3.50.) 


The increasing facility of communication and transportation is rapidly 
cringing about greater centralization of governmental functions. In addi- 
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tion, the increasing weight of the tax burden in all countries has rendered 
centralization of the tax system inevitable. In following this tendency, the 
narrowing of the tax base has left local bodies with insufficient sources of 
revenue to fulfill their functions properly and has necessitated reimburse. 
ment by central governments. 

Professor Newcomer, chairman of the department of economics at Vassar 
College, believes that, unless transfer of local functions to the state and 
federal governments occurs in the United States, too, “‘it is only a question 
of how far and how fast centrally administered taxes should replace inde. 
pendent local taxes; (and) to what degree local independence must be 
sacrificed to efficiency and economy.” With this in mind, she attempts to 
determine which of the two chief methods of transferring revenues from 
central to local treasuries will enable the latter to function the better. Al- 
though this represents a new development in the United States, other 
nations have already had considerable experience with the problems in 
volved in this shift in fiscal methods. Separation of tax sources began to 
give way under Bismarck, but it was the great post-war increase in centraliza- 
tion and the material reduction of local tax power which forced Germany 
to build up an elaborate system of shared taxes; in England the grants-in-aid, 
already existent as early as 1831, have been substantially increased in recent 
years. 

Both countries have been forced to modify the systems originally adopted. 
In Germany reimbursement of local bodies was intended to offset losses 
sustained by the transfer of tax powers to the central government under the 
Weimar Constitution. As a result, origin was at first the dominant factor 
in tax distribution. However, loss of economically valuable territory (as 4 
result of the provisions of the Versailles Treaty) also imposed the problem 
of equalization of tax burdens, which became increasingly important as 
welfare expenditures increased and earning power disappeared during the 
depression. Hence need, as measured by a mechanical index modified by 
discretionary grants, is superseding origin as a distribution base; differences 
exist between the methods used to support the specific functions of educa- 
tion, highways, police, welfare, and housing. Centralization of power, and 
equalization of the burden of the remaining local functions, abetted by 
political developments, are fast making mere administrative agencies of 
the German states. 

In England local revenues are secured from “‘rates’”’ (taxation of rentals), 
earnings of municipal businesses if any, and grants-in-aid. Intended to im- 
prove local administrative efficiency, these grants helped to support each 
of an endless variety of functions imposed by national action over the las 
century. The archaic basis of some of the grants and the depressed state 0! 
industry required a comprehensive change in 1929. Complete or substantu! 
exemption from “‘rates’’ was provided for agricultural and industrial prop 
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etty as a recovery measure; some functions were transferred to larger areas; 
, block grant was provided to compensate local bodies for losses from 
derating, and to substitute for most of the specific grants. Distribution, 
designed to equalize resources and need, was based upon actual population, 
proportion of children, of unemployment, sparseness of population, and 
deficiency of property subject to rates. The use of this formula prevented 
complete equalization, by granting aid to already wealthy districts; it also 
endangered local efficiency, by contributing to the extravagance and waste 
which occurred in the twenties when funds for housing purposes were 
provided too liberally in both countries. 
~ Miss Newcomer concludes that the use of block grants constitutes the 
mage * method of aiding local bodies; that the purpose of the grant 
g., efficiency rather than relief of local taxpayers) determines the desir- 
ile basis of distribution; that some compromise is necessary to reconcile 
uniformity of tax system with independence and efficiency of local govern- 
ment. These conclusions are entitled to every respect in view of her exhaus- 
tive treatment of the background, aims, difficulties and frequent revisions 
of the methods in the two countries, adequately supported by statistical 
charts (8) and tables (46). Unfortunately the careful discussion of Table 
36 is confused by a slight typographical error (which includes Breslau and 
Duisburg-Hamborn in Group A). 


ErRNst AUGUST DAUER 
Northwestern U niversity 


Science of Public Finance. By G. FINDLAY SHIRRAS. Vols. I and II. 3rd ed. 
(London: Macmillan. 1936. Pp. xliv, 520; xxii, 521-1146. $12.50 the 
set. ) 

The first edition of this outstanding treatise bore the date 1924. It was 
intended as ‘‘an up-to-date textbook for the use of colleges and univer- 
sities.” It turned out to be much more than a mere textbook, admirably as 
it may have served the purpose. It brought within the scope of “the 
science of public finance” the changes which had taken place between 
the outbreak of the Great War and 1925, changes which necessitated a 
recognition of new and fundamental principles, not covered at that time 
in other works in English. 

The third edition, 1936, is “completely revised and rewritten.” It car- 
fies in two volumes nearly twice as many pages as did the first edition. To 
introduce the “‘latest improvements” that have taken place in the theory of 
public finance within the last decade involved in the author's mind a re- 
survey of the whole field. 

The author was at one time in government service in India. He is now 


professor of economics and principal, Gujarat College, University of 
Bombay. 
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It should not be thought that because the book was written in what 
seems to some a remote place, and contains many references to Indian 
finances, which few Europeans would be likely to know of, it has a local 


interest only. Far, far from it. The emphasis is always on broad and funda. 
mental principles and the data taken from India illustrate universal prin. 
ciples. There are many more illustrations and data from Britain, the United 
States and other countries. It is, in short, a comprehensive treatise. 


The references show that the author had at his command and used 
the most important parts of the mass of factual and statistical information 
relating to public finance that has engulfed the world in the last ten years. 
This statement does not mean that the book is overloaded with dry facts 
and with figures that will go rapidly out of date. Figures introduced, for 
example, to illustrate the trend of expenditures toward social services, or 
to show the significance of classification, do not grow old. At most they 
may need to be extended periodically. The greater part of the statistical 


data is in the appendix 

The work follows the four traditional divisions of the subject: expendi- 
tures, revenues, debt and administration, preceded by an introduction on 
the scope and method of the science and a survey of the literature. 

The same adherence to tradition comes out when public finance is classed 


as a science related to economics (and statistics). Why, we may ask, is it 
not equally akin to political science and also to jurisprudence? Economists 
may not “hog” the whole field 


The reviewer thinks that possibly the best way to convey an idea of the 
content and quality of this work is to make selections of those subjects 
which have appealed to him personally as of special interest and importance. 
The selection will be made with a disregard of many sections of technical 
description of tax laws which for purposes of textbook and reference use 
are of great importance. The historical and descriptive matter for the text: 
book features is accurate and complete. 

The first selection will be the discussion of ‘‘taxable capacity.” In the 


original edition, this was introduced under the caption “the limit of 
squeezability” which was defined as “the total surplus of production ovet 
the minimum of consumption required to produce that volume of produc- 


tion, the standard of living remaining intact.” It is not an absolute amount 
but depends on many things such as the size of the population, the dis: 
tribution of income, and the purposes of expenditures. The “limit of 
squeezability is reached when by heaviness of taxation, consumption is cur 
tailed and industry curtailed.’’ He then goes into a discussion of the statis: 
tical methods which might be used to measure taxable capacity. 

Shortly after that original discussion was written there came many im: 
portant political and other studies of actual taxable capacity of differeat 
nations, notably that by the Dawes committee of 1924 and the data used 
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for the Young plan. Sir Josiah Stamp’s Wealth and Taxable Capacity (pub- 
lished in 1922) was used for reference in both editions, but received more 
xttention in the second. All of the new material has been surveyed and the 
essential factors are dealt with in detail under seven numbers: (1) the 
aumber of inhabitants in the state; (2) the distribution of wealth in the 
state; (3) the method by which taxes are raised; (4) the purpose of 
taxation or the way in which the tax money is spent; (5) the psychology 
of the taxpayers; (6) stability of income; and (7) inflation. Of these, we 
may refer to the fourth—namely, on what is the money spent and where. 
if to pay interest on war debts abroad the spending has a different effect 
than paying interest at home. Tax money spent on the development of 
productive powers within the country may increase the peoples’ income and 
taxable capacity. Again, (5) is important. “Where the civic sense is devel- 
oped, high taxation is borne almost without complaint.” In other parts of 
the work, notably in connection with gasoline taxes, it is brought out that 
when the people are specially pleased with a line of expenditures, such as 
for good roads, they complain very little about the taxes earmarked for 
that purpose. It would seem that the old benefit theory of taxation has 
definite merits in such cases. Lastly, inflation may have the effect of a burden 
similar to taxation although as the author remarks: “If wages keep pace 
with prices, the increases brought about by inflation cancel one another.”’ 
This is a delightful bit of optimism. 

Relative taxable capacity, as against absolute taxable capacity, becomes a 
matter of importance in all federal states and in the apportionment of 
expenditure from general taxes for equalization of opportunities, such as 
xhools in poorer districts. 

The discussion of shifting and incidence of taxation is introduced by 
citing the proverb “Beautiful things are hard.” “There is a pleasant pros- 
pect of misunderstanding on this important question.” This section is not 
materially different from the corresponding one in the first edition. It is 
excellent and probably will not call for revision until we have more experi- 
ence with the flood of new sales taxes. 

Now let us see what he has to say with regard to the recent expansion 
of indirect taxes, more especially the wider use of sales or turnover taxes. 
This is certainly one of the greatest changes in the last decade. Only a few 
years ago, no writer on the science of public finance would have conceded 
more than a minimum of merit to such taxes and would have felt serious 
misgivings on account of their inequalities, and regressive effects. Mr. Shir- 
ras, in the first edition, made some slight concession to the importance of 
the productiveness of such taxation. But in the second he has this to say 
on “other canons” following a survey of Adam Smith’s maxims, ‘The 
Smithian maxims are the basis of all sound taxation proposals. A change 
of emphasis takes place from time to time and new principles are evolved. 
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Productiveness in taxation is, all things considered, the main characteristj, 
of a good tax.” In an almost completely new chapter (25) he discusses 
fully and sympathetically the ‘rediscovery of sales taxes’ beginning ip 
1916 in Germany, 1917 in France on retail sales, the shift in 1918 and 1929 
to turnover taxes on total receipts, and then their rapid spread over jj 
countries. He finds some thirty countries, not counting separately the state 
of the American Union, which have such taxes of wider application than 
the older excise taxes 

The writer of this review, and he believes many others of his (old. 
fashioned? ) colleagues stood stunned and aghast at this flood of unorthodox 
taxation and waited with fear the disasters to come. But no very serious dis. 
order in the economic, political or legal systems of the different countrie 
seems traceable as yet to these taxes. How much, if at all, they have strength: 
ened, and do support communism and fascism by giving dictatorial and 
bureaucratic powers to government is a philosophical speculation only 
Hence with Mr. Shirras we may be forced to admit that these taxes have 
practical advantages. They certainly “bring home the bacon.” They are, 
of course, regressive in very many cases. But since the very poor are now 
in receipt of some kind of relief the burden on the poor is cushioned. Mote. 
over, in many cases foods are exempt. They are not costly to administer 
and collect so far as government costs go. Although they impose much 
trouble and annoyance on many taxpayers, these unseen costs seem to be 
bearable. They undoubtedly raise the prices of many commodities but in 
proportion as they are universal the consequent inflation is general and 
the changes in relative prices are not apparently serious. Moreover, the new 
government funds are in the main being so expended as to increase the gen- 
eral taxable capacity and raise the “limit of squeezability.” As to the te 
gressive features, the author does not fail to point out that this evil 1s 
lessened when these taxes are combined with others reaching other forms 
of taxable capacity, the whole making a well rounded system. 

Two of the early objections to these taxes seem in the light of experience 
to be less vital than was thought. One of these was that the taxes would 
be resented by so many taxpayers that the legislatures would be overruled 
and the taxes repealed. This did not come to pass. Paid, little by little, at 
the time when purchases are made, they are “convenient.” If a man has: 
dollar to buy a shirt he has, presumably, three cents in his pocket for the 
tax. Moreover, they seem to pass readily into the “customary thing.” The 
second objection was pyramiding. The farmer pays on the grain, the mille 
on the flour, the baker on the bread and the retailer on the loaf. Four taxes 
piled one on top of the other, three being taxes on taxes, it was argued 
that this would encourage the integration of industry and change the meth 
ods of business. Mr. Shirras finds that it has not been proved that any setr 
ous vertical combination has resulted. As time passes, many wrinkles in 
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the taxes are being ironed out by legislation and administrative action. 
Obvious pytamiding can be prevented. 

The incidence of these taxes is one of the most obscure problems in that 
geld where “‘beautiful things are hard.” Hardly any two of these taxes are 
shifted in the same manner, and the incidence of any one is different on 
different persons. The tax I pay on gasoline is never shifted. But the tax 
on gasoline paid by my grocer may be shifted to me and his other customers 
unless competition forces him to refrain. Perhaps custom or even the 

benevolence of his heart’’ may influence him to absorb it. In short, ‘many 
circumstances remote from the tax may determine the incidence.” 

The discussion of income taxes has been less revised than other parts. 
it did not need it. Why the author retained the discussion of Pareto’s law 
when as he says there is no such law and “it should be discarded”’ is not 
clear. 

The treatment of public debts enlarged from 75 pages in the first 
edition to 163 pages in the second is the most extensively revised part. The 
new matter opens up many ‘“‘delightful possibilities for misunderstanding.” 
The most challenging part is the treatment of “‘political debts and repara- 
tions.” “War debts,” (intergovernmental), he says truly, ‘leave behind 
them nothing but complications and international ill will.’ Without dis- 
tiactly taking one side or the other in the controversy as to whether Britain 
should pay her debt to the United States, he raises all the moot points as 
to difficulty of consummating the payments. He brings his story down to 
the British note of June 4, 1934, and comments as follows: 


Payments in kind referred to in June, 1934, marked the largest intellectual 
dvance yet made upon the subject of war debts by an American Administration. 
Payment in such a form may overcome the specific transfer problem involved in 
ke payments. But it was the history of payments in kind by Germany that 

used intense opposition in the countries at the receiving end. The American 
roducer and trader now have to ask the question, Do we want to be paid?” 


This will become in the future a main issue of the United States in regard to 
war debts. 


The story of reparations is given at some length and carried down to 
the Lausanne agreement of July 8, 1932. 

The author urges strongly that debts should be redeemed for the obvious 
advantages to future credit and for the release of funds to private industry. 
He sees, however, many disadvantages in a capital levy for this purpose. 

In view of the recent resort to heavy public borrowing for capital out- 
ays by governments in the hope of combating unemployment and stimulat- 
ing industry, the author’s review of the discussions as to whether the public 
ao should be included in the valuation of national wealth is particularly 

imely. The problem is by no means simple. How can we determine whether 
the government's expenditures will be productive or unproductive? More 
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of real estate are not reliable. He devises such an index for the counties of 
New York State, using six series of data, to demonstrate the close relationship 
of such an index to the full value of real property in a state where real estate 
values are comparatively dependable. He does not claim, however, that this 
particular formula would be suitable for all other states, or that any such 
formula is preferable to the actual real estate values when reliable estimates 
of these are obtainable. 
MABEL NEWCOMER 


raWFORD, F. G. The gasoline tax in the United States, 1936. Pub. no. 54. 
(Chicago: Public Admin. Service. 1937. Pp. 50. 50c.) 

row, W. H. and GREENE, U. S. Planning for tax economy. (New York: 
Waldrep-Tilson. 1936. Pp. xix, 390. $7.50.) 


This ponderous volume is really at least three books bound together. The 
first 619 pages cover a fairly unified mass of description and analysis of tax 
laws that bear upon a wide range of personal and business conditions and 
activities. Then follow Appendices I, II and III, largely reprints of federal 
and New York state tax laws, covering some 300 pages. Between Appendix 
| and Appendix II is inserted, without interrupting the pagination of the 
text, an index of Appendix I of 26 pages. Similarly between Appendix II 
and Appendix III there is inserted an index of Appendix II. Appendix III 
has no index, but is followed by a general index of the matter in the first 619 
pages. The arrangement, although possibly unavoidable, is confusing and in- 
convenient. 

Chiefly from the statutes, court decisions, and the decisions of the federal 
Board of Tax Appeals, the authors have drawn an enormous mass of tax 
facts, which they have arranged so as to serve those who desire to control the 

tax consequences”’ upon such personal and business transactions and con- 
ditions as property ownership, financial set-up, purchases, sales, operations, 
credits, exchange of property, reorganization, and liquidation of individual 
and corporate business units. This arrangement they claim to be new. It may 
be convenient. It is claimed to include all taxes, but for reasons not given 
omits customs duties, and heavily emphasizes federal income taxes. 

The style of the text is readable. The authors have effectively repressed 
any inclination to damn taxes which their occupation as ‘‘tax economizers” 
might have engendered in them. They rarely voice disapproval of particular 
tax provisions. Two of the measures given such disapproval are the ‘‘wind- 
‘all” tax in the 1936 Revenue act and the one-sided treatment of capital gains 
and losses in the federal income tax. 


JENS P. JENSEN 


Davisson, M. M. Property tax reduction in California: a study of tax relief to 
*roperty owners in California, 1931-1936. (Berkeley: Univ. of California 

_ Bur. of Pub. Admin. 1937. Pp. iii, 33, mimeographed. 25c.) 

LVANS, J. F., and others. The unjust enrichment tax. Financial manag. ser., no. 
50. (New York: Am. Management Assoc. 1937. Pp. 26. 50c.) 

SIFFEN, W, A. Federal income tax desk manual, for use in computing income 
laxes under the Revenue act of 1936; also contains general income tax infor- 
mation applicable to years 1935-1936, both inclusive. (Chicago: Kenmore 

_ Press. 1937, Pp. 76. $3.) 

Haney, L. H., and others. Does our tax system need to be revised? America’s 
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town meeting of the air, ser. 2, no. 17. (New York: American Book Cp, 
1937. Pp. 35. 10c.) 

HILLHOUusE, A. M. and WELCH, R. B. Tax limits appraised. Pub. no. 55. (Chi. 
cago: Pub, Admin. Service. 1937. Pp. 40. 50c.) 

JENSEN, J. P. Government finance. (New York: Crowell. 1937. Pp. 574. $3.50.) 

KENDRICK, M. S. and SEAVER, C. H. Taxes: benefit and burden. (New York: 
Newson. 1937. Pp. 189. 80c.) 

This ambitious primer in public finance opens with little John’s question 
about the tax rates posted at the filling station: “What do those taxes mean? 
Doubtless encouraged by an uncommon disposition on the part of his son to 
learn useful things, and guided by well timed questions from John, the proud 
father is led to explain the taxes ‘for the roads we ride on,” with a range of 
knowledge unexpected in an ordinary parent. He is led to explain the federal 
state and local rovernmental services and the revenues which make them pos: 
sible. A brief chapter designed as an answer to the question: “Who in the 
end pays the taxes ?’’ does not go beyond the point of suggesting the existence 
of a problem, obviously because of the limits to John’s knowledge of eo. 
nomic principles. The second half of the book is historical, beginning with 
a survey of the development of taxation in the United States. The authors 
then retreat to taxes of ancient peoples, of the Greeks and Romans, of the 
Middle Ages, of seventeenth-century England and the then contemporay 
colonial America, and find themselves with a background for present Amer- 
can taxes. 

This popular treatment deserves to be well received. It is very well done. If 
those persons for whom it is adapted can be induced to read it thoughtfully 
the potential influence is sobering and salutary. But only few will do so uo. 
less such reading is made a part of some educational program. Books of this 
kind, however excellent they may be, run the double risk of failing to com 
mand the attention of the multitude to whose level they were written and 2 
the same time of proving to have omitted too much for those awakened ones 
whose interest is already aroused. JENS P. JENSEN 


Leet, G. and PAIGE, R. M., editors. Property tax limitation laws: the evidence 
and the arguments for and against them by twenty-four authorities. Pub. 10 
36. (Chicago: Pub. Admin. Service. 1936. Pp. 92. 75c.) 

McFARLAND, C. M. Texas taxation tangles: an analytical study of the ad valorem 
tax problems of Texas, (Wichita Falls, Texas: Railey Printing Co. 1936. Pp. 
91. $1.) 

PAUL, R. E. and MERTENS, J., JR. The law of federal income taxation: 193 
cumulative supplements for volumes 1-6. (Chicago: Callaghan. 1936.) 

Pamphlets to be fitted into the pockets in the back of the volume to which 
they belong. 

SELKO, D. T. Town-administered special districts and the control of local fant: 
in New York. Spec. rep. of State Tax Commission, no. 11. (Albany: Stat 
House. 1936. Pp. 175.) 

The contribution of this monograph lies not so much in bringing new 
evidence to bear on the financial problems of special districts in New You 
State as in setting forth in orderly fashion the information concerning sp¢ 
cial districts that has been scattered through a wide range of state and loc 
reports and other literature. Nearly half of the study is devoted to an account 
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of the rapid growth of special districts in the state and the functions that they 
perform. The remainder is concerned primarily with their organization and 
fiscal problems. 

The difficulties and abuses which have arisen from special district financing 
are clearly stated. The author's presentation might have been more forceful 
if he had drawn more freely on specific cases to support his statements; but 
there can be little disagreement with his criticisms or with his general conclu- 
sion that the fundamental problem is lack of responsibility. He recognizes 
that the special district supplies an a pe need and he believes that 
ereater centralization of fiscal control will curb excessive debts and taxes. To 
this end he favors the transfer of control from the town to the county. The 
recommendation for state control made by the New York State Commission 
for the Revision of the Tax Laws he rejects with very little discussion. It 
seems probable to the reviewer that only experience will determine which 
form of centralization is better. 


MABEL NEWCOMER 


Suer, I. H. The new corporation income tax. (New York: Simon and Schuster. 
1936. Pp. 60. $3.) 

__——. Your income tax, and how to keep it down. (New York: Simon and 
Schuster. 1937. Pp. 125. $1.) 

TuLLeR, W. K. A treatise on the taxing power, with particular application to 
the state income tax. (Chicago: Callaghan. 1937. Pp. xvii, 460.) 

Vasu, V. G. The income tax in Great Britain and Roumania: a comparative 
iudy. (Bukarest: I. C. Vacdrescu. Washington: Royal Roumanian Legation. 

1936. Pp. xii, 416.) 

Administrative management in the government of the United States. Report 
of the President's Committee on Administrative Management. (Washington: 

Supt. Docs. 1937. Pp. 47.) 

Brief against renewing tax of 4c a pound on copper. (New York: General Cable 

Corp., 420 Lexington Ave. 1937. Pp. 20.) 

The budget of the United States government for the fiscal year ending June 30, 
1938. (Washington: Treasury Dept. 1937. Pp. 895. $1.50.) 

Bulletin N, income tax, nonresident aliens, foreign corporations withholding 
agents, certain provisions of the law and regulations 94 of particular interest 

io nonresident aliens, foreign corporations, and withholding agents, Revenue 

act of 1936. (Washington: Treasury Dept. 1936. Pp. 75. 10c.) 

Customs and excise tariff of the United Kingdom of Great Britain and Northern 
Ireland in operation on the 1st January, 1937. Customs form no. 34. (London: 
H. M. Stationery Office. 1937. Pp. 336. 1s.) 

dominion of Canada: income war tax act. 1936 ed. The complete text of the 
“income war tax act’ of Canada, with all amendments, including those enacted 
by the 1st session, 18th Parliament, which adjourned June 23, 1936; also 
legislative notes and valuable tables. (Chicago: Commerce Clearing House. 
1936. Pp. 76.) 

Fiscal relations between the United States and the District of Columbia, (Wash- 
ington: Supt. Docs. 1937. Pp. 244. 40c.) 

Graphic summary of farm taxation. Misc. pub. 262. (Washington: Dept. of 
Agriculture. 1937. Pp. 17. 5c.) 

One hundred and seven practical methods of minimizing pay roll taxes. (New 
York: Tax Consultants of America. Pp. 159. $3.) 
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Procedure and practice before the United States Board of Tax Appeals. 6th ed small 
(Chicago: Commerce House. 1937. Pp. 198. $2.) and 
Regulations 90 relati the excise tax on employers under Title IX of th ; 

Social Security Act wi ashington: Supt. Docs. 1936. Pp. 76. 10c.) that : 
Seventy- -ninth report of the Commissioners of His Majesty's Inland Reveny physi 
for the year endea t March, 1936. (London: H. M. Stationery Office aid 0! 
New York: British I Library of In formation. 1937. Pp. 72. 45c.) adjust 
occup 

Population and Migration lack ¢ 

World Population: Past Growth and Present Trends. By A. M. Carp. ‘f ‘ 
SAUNDERS. (New York: Oxford Univ. Press. 1936. Pp. xv, 336 aaa 

pres: 
$4.50.) The r 
This work, published under the auspices of the Royal Institute of In- HB that t 

" ternational Affairs, is a presentation and interpretation from a world view social 
of the more or less specialized demographic studies of various countries. One wheth 
chapter and parts of other chapters are devoted to a description of source tion te 
materials; five deal with white migration, four with the growth and mign- Th 


tion of non-European peoples, and nine with past and present natality and Hi South 
mortality trends and with present efforts of some governments to check the Hi by 78 
decline in natality. World population growth since 1650 is described in two HR death: 
chapters wherein the author revises slightly downward Willcox’s estimates Hi where 
for Africa and appreciably upward his estimates for China and Asia. This ing in 
study should prove of great value to all social scientists; for the author is one absort 
of the leading scholars in this field and the work itself is carefully written which 
up in every respect. Amer 

While Professor Carr-Saunders deals with a number of aspects of the absor] 
world population problem, he apparently considers of most importance the areas. 
continued decline in natality and the need of making some provision for the one-h: 
relief of population pressure in certain congested areas. The data presented Europ 
confirm the prophetic implication of Malthus to the effect that population count! 
would cease to grow adequately were men to learn effective methods of We 
limiting fertility. For today in nearly all countries to which the culture of sovere 
Western Europe has spread the true rate of population growth has fallen not p 
below the replacement level, a level which the author presumably takes to be that if 
the minimum adequate level. Moreover the decline will continue, for South 
contraceptives become cheaper and more widely diffused there will be fewe migra 


and fewer unwanted children. In England, for example, the author believes, J assimi 
were only wanted children born, there would be born only half enough to 3 ‘fully 
replace the population contro 


Almost revolutionary changes must be effected in the modern pattern of than } 
culture if this steady downward trend in natality is to be halted. Measures B® come 


thus far adopted by France, Belgium, Germany, and Italy have exercised MB decad 
little if any effect upon natality trends, chiefly because they touch only I crease 
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small part of this cultural pattern. Within limits the easing of pecuniary 
and psychological obstacles to reproduction will help. Thus it is essential 
that medicine devote more attention to reducing maternal mortality and 
ohysiological unpleasantries associated with reproduction; that through state 
iid or through family wage systems the income of families be somewhat 
adjusted to the number of dependent children; that the educational and the 
ycupational-selective processes be modified in such ways that poverty and 
lack of money will no longer be permitted to exclude children “with ca- 
pacity” from higher education and desirable occupations. Most important 
of all is the need to reform the present attitude toward marriage and im- 
oress those contracting marriage with the duties imposed by this contract. 
The members composing the modern community must be made to realize 
that they are responsible for its replacement, that such replacement is a 
social duty. Carr-Saunders condemns anti-birth control laws and regulations, 
whether emanating from state or church, saying that such tyrannical legisla- 
tion tends to make suspect all pro-natality measures associated therewith. 

The areas of population pressure to which the author directs attention are 
South Europe (Italy, Spain, Portugal) where births annually exceed deaths 
by 780,000, Eastern Europe (exclusive of Russia) where births exceed 
deaths by 1,200,000, and the Orient (particularly China, Japan, and India) 
where births exceed deaths by some millions. Fortunately natality is declin- 
ing in the European areas and in Japan. The main areas physically capable of 
absorbing immigrants are the British Dominions and the United States 
which can annually absorb about 500,000 to 750,000, and Central and South 
America which can absorb somewhat over 150,000 per year. Moreover, this 
absorptive capacity will increase. In actual practice, however, most of these 
areas, Which in combination could relieve congested European countries of 
one-half their declining annual increase, restrict immigration from the very 
European countries now suffering congestion. In respect to the Oriental 
countries the situation is even worse. 

We are thus brought to face the question whether or not a country’s 
sovereignty in respect to immigration policy is limited. Carr-Saunders does 
not posit the problem in precisely these terms but in his discussion states 
that it is more just and perhaps wiser for countries capable of absorbing 
South and East European immigrants to do so. Countries may regulate im- 
migration in such ways as to prevent wasteful movements and promote 
assimilation. It is desirable, however, that the resources of all countries be 
‘fully exploited” and that present areas of immigration now under the 
control of European peoples be fully exploited by European peoples rather 
than by mixed or non-European peoples. Therefore these areas must wel- 
come immigrants from South and East Europe during the remaining two 
decades when these parts of Europe will have a high enough rate of in- 
crease to spare emigrants. For if twenty years pass and these areas of immi- 
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gration remain underpeopled Europe will no longer be able to people them 
and they may have to be abandoned in part to Asiatics or to settlement by 
Eurasians. Japan’s case for relief is stronger because her birth rate is falling 
the case of China and India is weak because gaps created by emigration 
would tend to be filled by further natural increase. Yet, granting thes 
points, it is necessary to face “problems of international justice” and the 
possibility that “opportunities for emigration would have important ps. 
chological results.’’ Even Italy's need for outlets can be reconciled with 
Italian pro-natality policies if the latter are merely viewed as experimental 
methods designed to uncover arrangements whereby Italy can prevent her 
birth rate from eventually falling below the replacement level as it now bid 
to do. There is no discussion of the relation of international trade and Capi 
tal movements to the relief of population pressure, nor is there consider 
tion of the validity of the implied supposition that diminution in the total 
population of certain European countries is undesirable. 


JOSEPH J. SPENGLER 
Duke Universit) 


Bourgeois Population Theory: A Marxist-Leninist Critique.’ By B. | 
SMOULEVITCH. (Moscow: Gosoodarstvennoie Sozialno-Ekonomiches- 
koie Izdatielstvo. 1936. Pp. 423. 7.75 roubles.) 

Mr. Smoulevitch’s volume proceeds upon the assumption that theories 
of population are divisible into valid Marxian theories, on the one hand, 
and erroneous non-Marxian or “bourgeois” theories, on the other. One may 
quarrel with this classification and yet agree with the author’s underlying 
thesis that beginning with Malthus, the development of capitalism ha 
given rise to a host of population theories which have served to screen 
the instabilities of modern capitalistic communities, and to relieve theit 
economic and political masters of responsibility for widespread economi 
distress. 

About one-third of the volume is devoted to a survey of such theories 
classified under the heading of Malthusian, organic and racial. The intent 
of the volume being obviously polemical, the survey is not particularly 
comprehensive or systematic. The origin of each type is indicated, and 
subsequent “horrible examples” are cited, with particular attention to thos 
which have emerged in response to the ideological requirements of present: 
day imperialism. The discussion of each type of theory includes a chaptet 
on its manifestations in the literature of the U.S.S.R. Special attention is 
also accorded to Sombart’s theory of population. Sombart is castigated for 
his emphasis on increasing rationalization and productivity as the essentia! 
attributes of capitalist development, for his disregard of the shameles 


* Bourzhooaznie Teorii Narodoselenia uv Svetie Marksistko-Lieninskoi Kritiki. 
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expropriation in which capitalism originated and the increasing misery 
of the masses under which it proceeded. 

Under the Malthusian theories are included those which conceive the 
decisive premises with respect to population to reside in the relation between 
opulation and subsistence. The foregoing is also true of the organic 
(physiological) theories, inaugurated by Herbert Spencer. Their distinctive 
feature, however, is an emphasis on fertility as a function of physiological 
vitality. Beginning with the first formal exposition by Count Gobineau, 
the racial theories have been characteristically associated with the doctrine 
of Nordic supremacy. While the doctrine of social Darwinism played an 
important part in Herbert Spencer's formulation, its combination, more 
recently, with the racial theories makes the latter type quite the most vicious 
of those employed “‘by the capitalist countries as a weapon of class, national 
and colonial oppression”’ (p. 95). 

Smoulevitch’s insistence that the explanation of a social problem requires 
an appeal to both the characteristic institutions and the specific historical 
circumstance in which the problem has its setting will command the assent 
of most “‘bourgeois’” social scientists. They will also recognize that explana- 
tion which abstracts from the social environment inevitably evades criticism 
of that environment. But the Marxian, Smoulevitch, goes beyond allegiance 
to an empirical method, beyond criticism of the simple “natural law’ type 
of formulation. He espouses Marx’s theory of the machine as the creator 
of surplus population under capitalism, as well as the latter’s theory of 
increasing misery. There is, of course, no methodologically adequate pre- 
scription for the attainment of a valid theory. One may accept the method 
without acquiescing in a particular result of its application. 

It is in connection with his defense of the theory of increasing misery that 
the author proceeds in part 2 to an account of “Population Trends in Europe 
in the Nineteenth and Twentieth Centuries.” The initial rapid increase of 
population is ascribed primarily to the advances of sanitation and medicine 
in the control of epidemics. Beginning with the last quarter of the 
nineteenth century the death rate tended to become stabilized because of the 
social limitations imposed by capitalist economy. The decrease in the birth 
rate was accentuated because of the increasingly unfavorable economic 
position of the great masses. The result has been a tendency to the stabili- 
zation and even absolute decrease of population in capitalistic countries. 

The last third of the volume recurs to the theme of racial theories, as 
propagated in Nazi Germany in defense of Hitler’s policy of oppression of 
Jews, Marxians and wage workers, as well as of his policy of imperialist 
expansion. Population theories underlying Japanese and Italian imperialism 
ure treated, more briefly, early in the volume as aspects of Malthusianism. 
Of particular interest is the account of the extent to which the facilities for 
public health have been permitted to decay as a matter of calculated social 
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policy. The official stand of the Nazi régime against the “humanitarianism 
of the liberal epoch’”’ (p. 305) should serve, perhaps, to make us alive to the 
fact that, as compared with fascism, capitalistic political democracies are x 
one with the U.S.S.R. in their adherence to a democratic utilitarian ethic 
—one which says that the hungry should be fed, the sick healed, and th 
dead decently buried 
LEO Rocin 
University of California 


NEW BOOKS 
BARTH, K. Das B broblem und seine Auswirkung in der nene 
deutschen Steuerref (Leipzig: Hans Buske. 1936. Pp. 158. RM. 4.50) 
The thesis of this monograph is the necessity for increasing the German 
birth rate. The aut! points out that with no increase in the birth rate the 
population of Germany will decline by 1950, whereas the population of other 
countries, especially Italy and Poland, will continue to increase. He cites espe. 
cially the loss of men ilitary age. He notes, also, that the cost of a relatively 
large group of old people is a heavy burden on the workers, and points to the 
decline in the old-age benefit reserve since 1930 as a result of the increase in 
the group receiving benefits relative to the group making contributions. 

The author believes that Germany is not at present overpopulated, and 
that East Prussia, particularly, will support a larger agricultural population. He 
emphasizes the lack of raw materials, however, and looks to population in: 
crease as a “‘peaceful weapon” toward territorial expansion. 

The measures taken by the National Socialists to increase the birth rate are 
given, together with the resulting rise in the birth rate. The author emphasize 
the special exemptions for children in the income, property, and inheritance 
taxes, and after discussing the merits of extending social insurance to benefits 
for large families concludes that tax exemption is the more effective means of 
stimulating population growth. He doubts the adequacy of present tax provisions 
(the birth rate is still too low), but he believes that they are in the right 
direction. 

MABEL NEWCOMER 


CLELAND, W, The popula roblem in Egypt: a study of population treni 
and conditions in modern Egypt. (Lancaster, Pa.: Science Press Printing C 
1936. Pp. 146. $2.50.) 

DusIn, L. I., editor. The American people: studies in population. Annals, 
vol. 188. (Philadelp} Am. Acad. of Pol. and Soc. Science. 1936. Pp 
408. $2.) 

Giass, D. V. The for population. (New York: Oxford Univ. Press 
1936. Pp. x, 148. $2.75.) 

Mr. Glass’s critical study of the birth- and marriage-promoting policies an¢ 
devices which have recently been adopted in parts of Europe was financed by 
and carried out under the auspices of the British Eugenics Society, certain 
members of which look with apprehension upon the continued decline 1 
British natality. One chapter is devoted to present demographic trends i 
England, the remaining chapters to the populationist policies of Germany a0¢ 
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Italy and to the family allowance systems of France and Belgium. An appendix 
is devoted to family allowance systems in effect in other countries. The study 
is well annotated and contains an index; it is based upon statistical and docu- 
mentary materials and upon a half year’s observation in Germany, France, and 
Belgium. 

The author indicates that the populationist — studied have been of 
doubtful efficacy. In Italy infant mortality has been reduced; yet the net re- 
placement rate of the apr is falling steadily below the 1921 level. In 
(950 Italy will contain about 46 millions and not Mussolini’s anticipated 60 
millions. In France and Belgium the family allowances have not augmented 
natality or checked its decline, in part because the allowances have been 
inadequate and not sufficiently adapted to geographical and class differences in 
family needs. The German measures have been in effect too short a period to 
permit a satisfactory appraisal. By 1934 natality shot up to a level adequate 
to maintain the population, only to decline subsequently. Whether this increase 
was attributable solely to the pro-populationist measures and, if so, whether 
such measures will continue to be effective, seems doubtful. On the whole it is 
probable that in each country studied the populationist measures have slack- 
ened the decline in natality. Mr. Glass seems to suggest that the small family 
has become a part of the modern cultural pattern, that the individual com- 
ponents of this pattern favor the small family, and that, therefore, an appre- 
ciable alteration of this cultural pattern must be effected if net reproduction is 
to increase. The increase, moreover, must come chiefly from the working class. 


J. J. SPENGLER 


SUTHERLAND, S. H. Population distribution in colonial America. (New York: 
Columbia Univ. Press. 1936. Pp. 385. $4.50.) 

Birth, stillbirth, and infant monly statistics for continental United States, Ter- 
ritory of Hawai, Virgin Islands, 1934. 20th annual rep. (Washington: Census 
Bureau. 1936. Pp. 211. $1.75.) 


Census of Puerto Rico, 1935: population. Bull. no. 1. Number and distribution 


of inbabitants. (San Juan, Porto Rico: Puerto Rico Reconstruction Admin. 
Washington: Supt. Docs. 1937. Pp. 10. 10c.) 


Text in English and Spanish; tables in Spanish. 
World statistics a aliens: a comparative study of census returns, 1910-1920- 
1930. Stud. and rep., ser. O (migration), no. 6. (Geneva: Internat. Labour 
Office. Washington: Internat. Labour Office. 1936. Pp. 251. $2.75.) 


Social Problems and Reforms 


Public Administration and the Public Interest. By E. PENDLETON HERRING. 
(New York: McGraw-Hill. 1936. Pp. xii, 416. $3.75.) 

This book is of interest to economists although it was written by a politi- 
al scientist as a study of administration. For years the author has been 
diligently surveying this special field, and after much further study he 
has brought together the results, assisted, as seems indispensable in these 
cays, by grants from several research funds. The task undertaken was ‘‘an 
inquity into the functioning of our federal administrative machinery.” 
The book is primarily a factual study of experience with the chief federal 
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administrative commissions which have been organized either as ind. 
pendent bodies or as bureaus of various cabinet departments, beginnin 
with the Interstate Commerce Commission in 1887 down to some of th 
latest agencies of the New Deal. The discussion, however, does not folloy 
the historical order of development, but rather is a topical and analytic 
survey of the subject. 

Democracy, says the author, pessimistically, ‘inclines toward chaos rathe 
than toward order.” He believes that the very difficult “task of governmen, 
in a democracy is the adjustment of warring economic and social force;’ 
(p. 377), subtly suggesting that in a centralized autocracy either suc 
conflicts of interest are lacking or that they can there be easily adjusted 
to the good of all. He abundantly illustrates the grave difficulties arising 
in the work of the federal commissions as the result of pressure groups 
organized minorities, and the greedy demands of special interests. Amit 
these political forces it is the task of administrative commissions to find 
and effectuate the ‘public interest.” 

Often the author seems to despair of any solution. ‘The fact remain 
that representing the public interest is a matter of individual judgment 
No objective standard is possible” (p. 152). Nearing the end of his inquin 
he still questions whether ‘‘we fully realize the difficulties of attempting 
a positive and official interpretation of the public welfare under our present 
form of government’ (p. 397). Again the reader must be struck by the 
implication that the difficulty of interpreting the public welfare is to bk 
found only, or chiefly, “under our present form of government.” Under 
what other form is it not to be found? Nevertheless it seems to be the 
author's essential thesis that “the preservation of the democratic régime’ 
requires that the public interest be ascertained and made dominant. To 
point the way in which this may be done he lays down a four word pla 
“for the promotion of the general welfare,” in these words: “clarification, 
consultation, codperation, and codrdination.” 

The consultation in this proposal looms large and is to be brought about 
by “the systematic development of advisory committees” representing the 
various producer and commercial interests. It is true that “the consume 
interest” has been recognized at points by the author as “a very recett 
arrival in the federal administration” (p. 252) and as playing a not unim- 
portant part in the N.R.A. experience. The proposed advisory committes 
however, appear normally to consist ‘‘of economic or social groups orgat- 
ized into representative” associations of producers with often conflicting 
demands. If the consumer interest is to be included among these at all its 
to be merely one among many—and the most weakly organized—not the 
one which, in determining the public welfare, should dominate over the 
struggle of the various producers’ groups for power and favor. This view 
overlooks the fact that the consumer interest is the only one that is common 
to all citizens, including the producers, each in respect to all but his own 
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specialized industry and products. Possibly this suggests the general princi- 

le which the author misses for the ascertainment of the public interest. 
What is the essential economic function of government if not to act as the 
organized agency of the otherwise unorganized consumers, the nation, 
against the designs of selfish organized special interests? Is that function 
to be limited, as the author implies, merely to making an “adjustment,” 
a compromise, between the rival claims of active business interests? Does 
the resultant of all the special greeds register the general welfare? Surely 
not more than the sum of many errors constitutes the truth. Rather, the 
interest of the consumers collectively, the whole nation, must prevail. That is 
the ultimate end and aim of all production, which is merely the means 
to that end. Doubt must be expressed also in this connection regarding the 
author's interpretation of “unfettered competition” and “‘laissez faire,” 
phrases which he frequently uses as epithets, in a manner reflecting popular 
misconceptions. 

The thesis of this book is in the prevailing fashion among political sci- 
entists and voters of looking to an ever greater centralization of power in 
the chief executive and of idealizing and encouraging the growth of 
bureaucracy as the chief remedy for the ills of democracy. That this may 
be treating symptoms rather than the deeper sources of the disease—of this 
no hint is given. Not a few economic students will turn from the reading of 
this book with grave misgivings regarding its major conclusions. 

FRANK ALBERT FETTER 

Princeton University 


NEW BOOKS 

Barnes, W. R. and LITTLEFIELD, A. W., editors. The Supreme Court issue and 
the Constitution: comments pro and con by distinguished men. (New York: 
Barnes and Noble. 1937. Pp. 149. $1.) 

BHAGAT, M. G. The pens: classes of Maharashtra. Reprinted from the 
Journal of the University of Bombay, vol. iv, part 1, July, 1935. (Bombay: 
Karnatak Printing Press. 1935. Pp. 45. Re. 1.) 

CLARK, F. I. The position of women in contemporary France. (London: P. S. 
King. 1937. Pp. 259. 12s. 6d.) 

DicHt, C. F. Call for a new social order: some activities of Charles Fremont 
Dight, M.D., advocate of socialism and eugenics. (Minneapolis: Author, 100 
W. Franklin St. 1936. Pp. 181. $1.50.) 

Dimock, M. E. Modern politics and administration: a study of the creative state. 
(New York: Am. Book Co. 1937. Pp. xiii, 440. $3.) 

Dimock, M. E. and BENSON, G. C. S. Can interstate compacts succeed? Pub. 
policy pamph. no, 22. (Chicago: Univ. of Chicago Press. 1937. Pp. iv, 21. 
25c.) 

A discussion of the relations of the federal government and the several 
states, especially in matters of social control. 

ELus, E., editor. Education against propaganda: developing skill in the use of 
the sources of information about public affairs. 7th year-book. (Cambridge: 
Nat. Council for Social Stud. 1937. Pp. v, 182.) 
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EscaRRA, J. Le droit chin conception et évolution; institutions législatives o 
judiciares ; science et enseignement, (Peiping: Henry Vetch. Paris: Sirey. 1936, 
Pp. xii, 559. 95 fr.) 

HARMS, B. Universitat rofessoren und Studenten in der Zeitenwende: Voy. 
nehmlich vom Stand punkt der Staatswissenschaften. (Jena: Fischer. 1936, Pp. 
58. RM. 1.60.) 

HARRISON, L. V. and LAINE, E. After repeal: a study of liquor control adminis. 
tration. (New York: Harper. 1936. Pp. xx, 296. $2.50.) 

Because this is a study in public administration, Dr. Luther Gulick, who his 
written the lengthy foreword, has justified the participation by the Institute 
of Public Administration in the completion of the study, which he chara. 
terizes as “‘a totally new approach to the present-day liquor problem of the 
United States.” 

The ground covered is the experience of the federal and state governments 
with liquor control since the ratification of the Twenty-first Amendment. After 
an introduction to the problem in the first chapter there is a story of the federal 
rdle, which is characterized as decidedly fiscal in character, being concerned 
with production of maximum revenue for the Treasury. Two chapters develop 
and appraise the state licensing systems. The next two describe and appraise 
the less common state monopoly systems. Taxation is treated in one chapter 
and found to nullify in large measure the efforts at control. A final chapter 
criticizes constructively the law enforcement, both federal and state, and 
especially local. 

Although the advocacy of any public policy is disavowed, a policy of sub- 
ordination of revenue to social control is assumed. Existing taxation, excessive 
and ill adjusted, interferes with the more important matter of control. As 
between state licensing and state monopolies, the authors allow the edge to the 
latter, but suggest as a possibility a private, limited-dividend monopoly in- 
stead. In clearing away the legal obstacle to enforcement the authors would 
go so far as to legalize search without warrant, through waiver of the right to 
“no search without warrant,” as a condition of the license. The entire problem 
is soberly conceived and competently treated. 

JENS P. JENSEN 


HockincG, W. E. The lasting elements of individualism. (New Haven: Yale 
Univ. Press. 1937. Pp. xiv, 187. $2.) 

JOHNSON, G. H. Rel d health problems of a selected group of non-famil) 
men. (Chicago: Univ. of Chicago Press. 1937. Pp. 94. 50c.) 

JorDAN, D. F. Manag: personal finances: how to use money intelligenil), 
(New York: Prentice-Hall. 1936. Pp. xii, 426. $3.) 

A useful discussion of the problems which the inexpert layman has to meet 
in handling his personal financial activities. Chapters treat of personal credit 
instalment buying, investing in securities, speculation, buying a home, buying 
a life income, trust funds, pensions, making of wills. 

KincsBury, S. M., Hart, H., and associates. Newspapers and the news. Bryn 
Mawr Coll. ser. in social economy, no. 1. (New York: Putnam’s. 1937. Pp. 
xi, 238. $2.50.) 

KRUGHOFF, M. F. Sala ind professional qualifications of social workers iN 
Chicago, 1935. (Chicago: Univ. of Chicago Press. 1937. Pp. 98. 50c.) 

Kurtz, R. H., editor. Social work year book, 1937: a description of organized 
activities in social work and in related fields. 4th issue. (New York: Russell 
Sage Found. 1937. Pp i.) 
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LaGuaRDIA, F. H. and Hart, M. K. Should the Federal Child Labor amendment 
be adopted? America’s town meeting of the air, ser 2, no. 12. (New York: 
Am, Book Co. 1937. Pp. 31. 10c.) 

LANG, G. A. Economics in a changing world: a guide for studying economic 
change and how it affects human lives. (Washington: Am. Assoc. of Univ. 
Women. 1936. Pp. 82. 50c.) 

MacARTHUR, K. W. The economic ethics of John Wesley. (New York: Abing- 
don. 1936. Pp. 166. $1.50.) 

May, E. S. Government, business, and the individual: a guide for studying cur- 
rent controversy in economic, political, and social questions. (Washington: 
Am. Assoc. of Univ. Women. 1936. Pp. 112. 75c.) 

MARSHALL, L. C. and Gortz, R. M. Curriculum-making in the social studies: a 
ocial process approach. (New York: Scribner's. 1936. Pp. xvii, 252.) 

OversTREET, H. A. A declaration of interdependence. (New York: Norton. 
1937. Pp. xii, 284. $3.) 

PaTTERSON, S. H. and SCHOLZ, K. W. H. Economic problems of modern life. 
3rd ed. (New York: McGraw-Hill. 1937. Pp. xx, 813. $4.) 


The third edition of this problem book follows the general plan of the 
second edition, published in 1931; but there has been considerable revision 
and rewriting, and economic developments since 1931, particularly the depres- 
sion and the New Deal measures, are discussed, with the same care and im- 
partiality that characterized the earlier editions. 


Rose, M. A., and others. Economics and peace: a primer and a program. The 
primer by Mare A. Rose; the program by a group of thirty-four economists. 
World affairs books, no. 18. (New York: Nat. Peace Conference. 1937. Pp. 
63. 75c.) 

RouTzAHN, M. S., compiler. Social work interpretation: a selected bibliography. 
Lib. bull. no, 140. (New York: Russell Sage Found. 1936. Pp. 4. 10c.) 

RowLaNnps, D. T. and Woopsury, C., editors. Current developments in housing. 
Annals, vol. 190. (Philadelphia: Am. Acad. of Pol. and Soc. Sci. 1937. Pp. 
301. $2.50.) 

SALGADO, D. El costo de la vida de los obreros de artes graficas en el distrito 
federal: investigacion realizada con la cooperacién de las alumnas de la Escuela 
de Ensenanza Doméstica. Suppl. to La Revista de Economia y Estadistica de 
Mexico, July, 1936. (Mexico City: Talleres Graficos de la Nacion. 1936. Pp. 
30.) 

SIMPSON, G. Conflict and community: a study in social theory. A doctoral dis- 

_ sertation. (New York: T. S. Simpson, 551 Fifth Ave. 1937. Pp. 107. $1.) 

SwiFT, G. F. A quarter-century of pioneering in security for employees. (Chicago: 

_ Swift and Co. 1937. Pp. 4.) 

THORNTON, J. and KNAuTH, M. S. The social component in medical care: a 
siudy of one hundred cases from the Presbyterian Hospital in the City of New 
) ork. (New York: Columbia Univ. Press. 1937. Pp. 425. $3.) 

Ware, C. E. The modern economy in action: a guide for studying the relation 
between our economic thinking and current economic facts. (Washington: 
Am. Assoc. of Univ. Women. 1936. Pp. 55. 50c.) 

Wyanp, C. W. The economics of consumption. (New York: Macmillan. 1937. 
_Pp. xiii, 565. $3.50.) 

YOUNG, P. V. Social treatment in probation and delinquency. (New York: Mc- 
Graw-Hill. 1937. Pp. 682. $4.) 
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ZELLER, B. Pressure politics in New York: a study of group representation betor, 
the legislature. (New York: Prentice-Hall. 1937. Pp. ix, 310. $3.) 

A bibliography of studies of social conditions in the Pittsburgh area, 1930-1935, 
(Pittsburgh: Bur. of Soc. Res., Fed. of Soc. Agencies. 1937. Pp. 111. $1.) 
Child labor facts, 1937. Gen pamph., pub. no. 369. (New York: Nat. Child 

Labor Committee. 1937. Pp. 30. 25c.) 

The Commonwealth of Massachusetts, department of public welfare, division of 
town planning: annual report for the year ending November 30, 1936. Pub, 
Doc. no. 103. (Boston: State House. 1937. Pp. 7.) 

The co-operative movement and better nutrition, Stud, and rep., ser. B (social 
and economic conditions), no. 24. (Geneva: Internat. Labour Office. Wash. 
ington: Internat. Labour Office. 1937. Pp. 66. 40c.) 

Standard definition of foodstuffs; education of producers and consumers, 

Depression, recovery and higher education. Report of Committee on Effect of 
Depression and Recovery on Higher Education, Am. Assoc. of Univ. Profes. 
sors. (New York: McGraw-Hill. 1937. Pp. 500. $4.50; to members of 
A. A. U. P., $2.25.) 

International survey of social sciences. Vols. I and II. 2nd rev. ed. (Washington: 
Internat. Labour Office. $5; $3.75.) 

The next five years: an essay in political agreement. (London: Macmillan. 1935, 
Pp. xvi, 320. $2.50.) 

One hundred and fifty intellectual Englishmen suppressed their divergent 
ultimate ideals in order to achieve immediate action; experts formulated their 
proposals. The drafting committee includes, among others, Sir Arthur Salter 
and Harold Macmillan 

The authors hold fast to the economic faith of our fathers—"“expansion and 
exchange” (pp. 27, 70) ; they are sworn enemies of the totalitarian state; and 
yet they take full account of organized economic interests, inevitable monopo- 
listic factors, and the necessities of national states. Although they are equali- 
tarian, even ‘‘socialistic,” they do not propose ruthlessly to “soak the rich” 
(p. 201). 

Chapter 3 on “National development” stresses the importance of plans for 
public works, both a long-range and an emergency plan. Power-distribution 
“grids,” the electrification of railways, cheap housing, highway construction, 
and the introduction of the American model of national parks seem promising 
to the investigators. They contemplate an Enabling act for the corporate or- 
ganization of entire industries (of non-monopolistic character) for their self- 
governance regarding wages, standardization, unfair competition, and research. 
Public control, however, would be extended to lesser or greater degree over 
(1) the depressed industries; (2) virtual monopolies; (3) gas, electricity, 
railways; (4) and certain industries to be socialized, such as industrial insur- 
ance, milk distribution, and ultimately transportation. 

Banking in general does not call for much revision; but the apparatus oi 
security flotation and underwriting needs revamping after the New York 
model. 

The volume abounds in examples of coherent policy and the detection 0: 
economic anomalies. A heavy increment tax on land values not only prevents 
ugly “ribbon developments’’ through the countryside (pp. 41, 55, 59), but it 
helps to amend England’s regressive tax system (pp. 202, 206). Public works 
represent a powerful instrument in depression (pp. 42, 45), but they cannot 
be financed by taxes (p. 48) ; in normal times, they should be, but their ex- 
tent must be limited by the capital requirements of private industry. Agr 
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culture merits subsidizing on sociological grounds (pp. 152, 166); but the 
cost of foodstuffs cannot be allowed to jeopardize England’s competitive posi- 
tion in export trades (p. 156). Howarp S. EL is 


Proceedings of the National Conference of Social Work, formerly National Con- 
ference of Charities and Corrections, at the sixty-third annual session held in 
Atlantic City, New Jersey, May 18-23, 1936. (Chicago: Univ. of Chicago 
Press, for the Nat. Conf. of Social Work. 1936. Pp. xi, 655.) 


Insurance and Pensions 


NEW BOOKS 


Batpwin, W. E., editor. New York insurance law. 1936 ed. Containing all 
amendments through August, 1936, with an appendix containing emergency 
measures and miscellaneous laws affecting insurance. (New York: Banks- 
Baldwin Law Pub. Co. 1936. Pp. vi, 508.) 

BENNER, C. L. Present economic situation and its relation to life insurance. 
(Wilmington: Author, c/o Continental Am. Life Insur. Co. 1936. Pp. 19.) 

Francis, B. H. and FerGuson, D. G. What will social security mean to you? 
(Cambridge: Am. Inst. for Econ. Res. 1936. Pp. 64. $1.) 


A brief, but pungent, analysis of the significance of the Social Security act. 

Titles of the several chapters are: “What will ‘social security’ mean to you?” ; 
"Social security vs. your insurance and annuity plans’; ‘“The social security 
gold mine or gold brick’”’; “Unemployment insurance’; ‘From the business 
point of view” ; ‘“Constitutionality of the Social Security act.” 

Calculations are made to show exactly what the pension profits will be to 
workers of different ages. Throughout the analysis precise figures are given to 
show the possible abuses of the Act, its operation in different industries, and 
the effect on business. 

Mituis, H. A. Sickness and insurance: a study of the sickness problem and health 
insurance, (Chicago: Univ. of Chicago Press. 1937. Pp. ix, 166. $2.) 

The federal-state program for unemployment compensation. Informational serv. 
circ. no. 5. (Washington: Social Security Board. 1936. Pp. 15.) 

Five-year digest-index of insurance decisions, containing digests of all federal and 
tate appellate court cases pertaining to insurance in all its branches, reported 
during the past five years in insurance decisions. Indexed by classes of insur- 
ance and according to insurance and policy terms, July 1, 1931, to July 1, 1936. 
(Indianapolis: Rough Notes Co. 1936. Pp. xvi, 589.) 

Old-age benefit plan: reserves under federal old-age benefit plan; Social Security 
wt, hearing before the Committee on Finance, United States Senate, 75th 
Congress, Ist session on S. Con. Res. 4, a concurrent resolution calling for 
plans and recommendations for the amendment of certain provisions of the 
Social Security act, February 22, 1937. (Washington: Supt. Docs. 1937. Pp. 
33. 5c.) 

Old age retirement benefits and unemployment insurance: answers to employee's 
questions under the federal Social Security act and the New Y ork Unemploy- 
ment Insurance law, (New York: Prentice-Hall. 1936. Pp. 24.) 

Proceedings of the American Association of University Teachers of Insurance: 
fourth annual meeting. Vol. TV. (Urbana, Ill.: Am. Assoc. of Univ. Teachers 

of Insur. 1936, Pp. 90. $1.50.) 

United States life tables, 1930. (Washington: Census Bureau. 1936. Pp. 57. 75c.) 

What you should know about unemployment compensation: some questions and 
answers concerning the unemployment compensation provisions of the Social 
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Security act and state unemployment compensation laws. Informational sery 
circ. no. 2. (Washington: Social Security Board. 1936. Pp. 36.) 


Pauperism, Charities, and Relief Measures 


They Shall Not Want. By MAXxINE Davis. (New York: Macmillan. 1937, 
Pp. xiii, 418. $2.50.) 

This book reviews the various methods employed by the United States 

to relieve the needy during the period of the depression and also gives a 

brief description of the methods employed by Great Britain and Sweden 


The work of the Reconstruction Finance Corporation, the Federal Emer. 
gency Relief Administration, the Civil Works Administration, the Works 
Progress Administration, etc., receive consideration from the points of view 
of their functions and efficiency. 

There is much to commend as well as to criticize in this book. It is written 


in a clear and ‘sehen st vera The shortcomings of these various organiza- 
tions in handling the relief problems are vividly described. It is but fair to 
say that the author asserts in the preface her own shortcomings for the task 
she undertakes. “I could not, and I would not, presume to venture into 
authoritative, scientif ae and I do not present my results as such. I am 
too well aware of the infinitude of difficulties and obstacles to be sur- 
mounted in the smallest division of each of these questions.’’ Nevertheless, 
she does not hesitate to pass judgment on the methods of the social workers 
in handling relief problems and in saying that to too great an extent they 
determined the policies employed. Was it better to have the relief work 
handled by trained and « ve rienced social workers or to have it handled by 
politicians and others without training and experience? 

The author’s observations of the workings of the different plans seem to 
be drawn chiefly from Chicago. We doubt very much whether the expeti- 
ences of the second city were typical of many places in the country. If she 
had examined the methods of public relief in many cities before the federal 


government took a hand in relief and set standards, she would have observed 
methods of relief incomparably inferior to those employed by trained social 
workers. 


The placing of Harry Hopkins, a trained and experienced social worker, 


in charge of federal relief and his maintenance of standards in all the states 


where federal money was expended were the outstanding assets of the relief 
administration. 

Prior to the period of the depression public relief was given by local 
units, municipalities, counties and townships, supplemented in the cities of 


given in the cities entirely by a charities. Relief of the kind given 
during the depression was new to the states. When millions of the unem- 
ployed became a en burden the federal government hesitated perhaps 
too long. When relief was undertaken commensurate with the tasks we had 


no precedents to guide us. It was inevitable that many mistakes would bx 
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made. The author has adequately characterized what happened. So far as 

‘he situation was saved, it was saved by the social worker. There was not 

enough of them and the politician and others too often participated. 

The experiences of Sweden and England are suggestive but they cannot 
be applied to the United States. Sweden has a homogeneous population of 
6,000,000 people with relatively few industries. England has a relatively 
homogeneous population, a centralized government and does not have to 
reckon with the political division such as our states, counties, townships, etc. 

The author claims that direct relief is less expensive than work relief. This 
was true when compared with the hastily devised programs of the de- 
pression period. But the temper of the American people is such that they will 
never consent to the pauperization by direct relief if they can work at some- 
thing useful and receive pay for service rendered. If a permanent system of 
jirect relief by the federal government is developed in peace-time, it can 
be made very valuable when the next depression comes. The federal gov- 
ernment has withdrawn from direct relief perhaps too hastily, but should 
leave this function to the states and local governments. 

J. E. HAGERTY 

Ohio State University 

NEW BOOKS 

Beck, P. G. and Forster, M. C. Six rural problem areas: relief—resources— 
rehabilitation. An analysis of the human and material resources in six rural 
areas with high relief rates. Res. monog. 1. (Washington: Fed. Emergency 
Relief Admin. 1935. Pp. ix, 167.) 

GREEN, H. W. Relief in Cleveland in 1934. (Cleveland: Cleveland Health 
Council. 1936. Pp. 55. 50c.) 

PALMER, G. L. and Woop, K. D. Urban workers on relief. Part 1. The occu- 
pational characteristics of workers on relief in urban areas, May, 1934. Res. 
monog. iv. (Washington: Works Progress Admin. 1936. Pp. xxvii, 203.) 

WittiaMs, A. W., and others. How far should federal relief go? America’s 


town meeting of the air, ser. 2, no. 18. (New York: Am. Book Co. 1937. Pp. 
31. 10c.) 

Experience of the Emergency Relief Commission with relief administration in 
Connecticut. (Hartford: State House. 1937. Pp. xvi, 173.) 

| modern public assistance program for Pennsylvania: first general report and 
recommendations of the Pennsylvania Committee on Public Assistance and 


relief. (Philadelphia: Pa. Committee on Pub. Assistance and Relief. 1936. 
Pp. 115.) 


Socialism and Codperative Enterprises 
NEW BOOKS 
ALANNE, V. S. Fundamentals of consumer coéperation. (Minneapolis: Northern 
States Cop. League. 1936. Pp. 120.) 
BLANKENBURG, P. und Dreyer, M. Nationalsozialistischer W irtschaftsaufban 
und seine Grundlagen: ein bildstatistischer Tatsachenbericht. 2nd rev. ed. 
(Berlin: Deutscher Verlag fiir Politik und Wirtschaft. 1936. Pp. 304.) 


BUNN, H. F. and FALK, E. M. Codperative life and business. (Milwaukee: Hale. 
1936, Pp. x, 148.) 
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Crews, C. R. Can we establish a consumer society? (Minneapolis: Northem 
States Codp. League. Pp. 46.) 

EASTMAN, M. End of jalism in Russia. (Boston: Little Brown. 1937. Pp. 46, 
75c.) 

GALLA, K. Sociology of the codperative movement in the Czechoslovak village 
(Prague: Spolek Péce o Blaho Venkova. 1936. Pp. 124.) 

Gos.in, P. C. A. Codperatives. Headline books, no. 8. (New York: Foreign 
Policy Assoc. 1937. Pp. 46. 35c.) . 

HILL, L. B. State socialism in the Confederate States of America. (Charlottesville 
Hist. Pub. Co. 1936. Pp. 31.) 

JAHN, G., editor. Das deutsche Genossenschaftswesen der Gegenwart. Beitrige 
zur Genossenschaftskunde: Schriften des Seminars fiir Genossenschaftswesen 
an der Universitat Halle-Wittenberg, No. 3. (Leipzig: Hans Buske. 193, 
Pp. vi, 169.) 

This volume contains the lectures which were delivered at the Halle-Witten. 
berg University seminar on codperatives under the direction of Professor Jahn. 
His introductory lecture provides a short history of the codperative movement 
in Germany. He shows the connections between the changing economic con. 
ditions and the development of various codperatives. This serves as a back. 
ground to the more technical lectures on particular types of codperatives: agti- 
cultural, handicraft, credit, buyers’, building, and consumers’. The lectures 
were delivered by officers and specialists in the several fields, and may be taken 
as semi-authoritative statements of the present position of codperatives in 
Germany. KARL R. Bopp 


JOHNSEN, J. E., ler. Consumers’ coéperatives: general discussion by ].V 
Garland and Charles F. Phillips. Reference shelf, vol. 11, no. 2. (New York: 
Wilson. 1936. Pp. 297. 90c.) 

KANTOROVITCH, H. Problems of revolutionary socialism. (New York: Am 
Socialist Monthly. 1936. Pp. 34. 10c.) 

La FaRGE, J. Communism and the Catholic answer. (New York: America Press 

LINCOLN, M. D., and others. Consumers’ codperatives and private busines: 
America’s town meeting of the air, ser. 2, no. 10. (New York: Am. Book 
Co. 1937. Pp. 35. 10c.) 

Naraln, B. Indian socialism. (Lahore: Atma Ram. 1937. Pp. xxiii, 158. 3s. 6d.) 

The socialism of India has not developed under the acceptance of academic 
theories of surplus value or theories of labor value and class struggle. It rests 
upon the peculiar problems of Indian economy. 

RANDALL, H. J. and Daccett, C. J. Consumers’ coéperative adventures: cat 
studies. (Whitewater, Wis.: Whitewater Press Co. 1936. Pp. 642. $2.) 
SOULE, G. The future of liberty. (New York: Macmillan. 1936. Pp. 187. $2.) 

The main thesis of this book is that neither in a system of laissez-faire not 
in a system of regulated capitalism can a desirable liberty be attained, but onl} 
under some form of socialism or collective action. Of course, there is no cos: 
crete example that such a course would produce liberty and abundance for all, 
as witness the example of Russia, which, however, may be termed regulates 
capitalism and not complete socialism. No one knows how complete socialism 
would work, and it would seem that Mr. Soule’s assertion lacks factual found:- 
tion. 

GEORGE M. JANES 
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TuorP, W. L., and others. Appraisals of the Robinson-Patman act and consumer 
coéperation. Consumer and industrial marketing ser. 22. (New York: Am. 
Management Assoc. 1937. Pp. 42. $1.) 

VarLeY, K. The X-Y-Z of communism: the red racket exposed; what is “social 
cience’ ? (San Francisco: Generation Press. 1936. Pp. 15. 25¢c.) 

Von Mises, L. Socialism: an economic and sociological analysis. Translated by 
|. KAHANE. (New York: Macmillan. 1937. Pp. 528. $5.50.) 

WoLrr, C. Amerikanischer Sozialismus? Die geistesgeschichtlichen und gesell- 
schaftlichen V oraussetzungen des revolutionadren Sozialismus in den Vereinigten 
Staaten von Nordamerika. (Munich: Duncker und Humblot. 1936. Pp. 64. 
RM. 3.20. 

New Sey 3 progress under socialism. (London: Labour Party. 1937. Pp. 15. 
d. 

Bs) 9m ninth convention of the Communist Party of the U.S.A. (New 
York: Workers Lib. Pubs. 1936. Pp. 64. 10c.) 

hat is Leninism? (New York: Internat. Pubs. 1936. Pp. 124. 50c.) 


Statistics and Its Methods 


NEW BOOKS 


BLACKETT, O. W. The literature of business statistics: a bibliography. Michigan 
bus. stud., vol. viii, no. 1. (Ann Arbor: Univ. of Michigan Bur. of Bus. Res. 
1936. Pp. 67. $1.) 

Professor Blackett’s selected bibliography includes 370 books, pamphlets 
and articles on business statistics and statistical methods, through July, 1936. 
Foreign language publications are not listed. The entries are made under eight 
titles: method; market analysis; personnel; finance; production; forecasting ; 
population, growth curves and secular trends; real estate; and there are twenty- 
nine sub-titles. Each book or article is followed by a one or two-sentence com- 
ment on its contents. 

Like any other selected bibliography, this one has its good and fair sections. 
Under ‘texts’ Yule is included while Bowley is omitted. Elementary “mathe- 
matical’ texts, such as Richardson’s, Tippetts’ and Camp’s, are omitted, while 
R. A. Fisher’s formidable advanced work is included. Under “charts and 
graphs” Arkin and Colton’s book, Graphs might have been listed. The Manual 
of Presentation of Data by the American Society for Testing Materials should 
have been included here, despite its engineering tone. Nomographic analysis 
and insurance statistics are confined to handbooks. The absence of studies on 
seasonal variations is unfortunate. 

It seemed to the reviewer that the creation of a section on sources of statistics 
would have been valuable. Also, the inevitable muddle created by heavy listing 
under such sub-titles as ‘miscellaneous studies’’ and “special studies” could 
have been reduced by better sub-classing. 

On the whole, the compilation is adequate and useful. The section on price 
prediction is one of the best. H. A. FREEMAN 


GaveTr, G. I. A first course in statistical method. 2nd ed. (New York: McGraw- 
Hill. 1937. Pp. 409. $3.50.) 

Goon, W. R. An introduction to statistics, emphasizing applications to education. 
(Ann Arbor: Ann Arbor Press. 1936. Pp. 48. 50c.) 

Central Statistical Board: second yon report, January 1, 1935 to June 30, 
1936. (Washington: Supt. Docs. 1937. Pp. viii, 43. 10c.) 
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Oster. Zeitschr. f. Bankwesen, Jahrg., ii, Nr. 2/3, 1937. 

LELAND, S. E. Debt retirement and the budget. Am. Econ. Rev. Suppl., Mar., 1937, Pp. 11 

Lutz, H. L. Should capital gains be taxed as income? Bull. Nat. Tax Assoc., Feb., 1937 

NELSON, G. N. The taxation of corporate surplus. Tax Mag., Jan., 1937. 

Newcomer, M. Analysis of the nature of American public debts, federal, state and lod 
Am. Econ. Rev. Suppl., Mar., 1937. Pp. 9. 
SEGAL, L. The financial system of the U.S.S.R. Banker (London), Jan., 1937. 
SOLOMON, S. E. and SmirH, D. C. L. Excess costs of protected production: estimates {y 
two states. Econ. Record, Dec., 1937. Pp. 9. 
STRANGMAN, A. A. The United States Revenue act of 1936. Accountant (London), Jan. 2 
1937. 

STUDENSKI, P. State and local debts. Peoples Money, Jan., 1937. Pp. 4. 

———.. The limits to possible debt burdens—federal, state and local. Am. Econ. Rev. 
Suppl., Mar., 1937. Pp. 17. 

WoopwortTH, L. D. Federal payments in lieu. Bull. Nat. Tax Assoc., Jan., 1937. Pp. 5. 

WYNNE, W. H. The burden of obsolescence: is depreciation relief under the Income Wa 
Tax act of Canada sufficiently adequate for obsolescence? Canadian Chartered Account. 
ant, Apr., 1937. Pp. 15 

Government payrolls. Index, N. Y. Trust Co., Apr., 1937. Pp. 6. 

Government social services (expansion and mounting cost). Index, N. R. Trust Co., Mar, 
1937. Pp. 7. 

Public debt. Index, N. Y. Trust Co., Apr., 1937. Pp. 7. 


Population and Migration 


AKERMAN, J. Bevélkerungswollen und Wechsellagen. Schmollers Jahrb., Feb., 1937. Pp. 8. 

Bowes, G. K. A study of population, Hibbert Jour., Jan., 1937. 

FERENCZI, I. Vandorlasok és gyarmatok (Migrations and colonies). Kézgazdasagi Szemle, 
Nov.-Dec., 1936. Pp. 15 

KuczynskI, R. R. Economic causes and consequences of population movements. Index, 
Svenska Handelsbanken, Nov., 1936. Pp. 11. 

LinpeR, F. E. Effect of allocation of non-resident deaths on death rates. Jour. Am. Sut 
Assoc., Mar., 1937. Pp. 8 

WOLSTENHOLME, S. H. The future of the Australian population. Econ. Record, Dec., 1936. 
Pp. 19. 

Another drop in the birth rate. Stat. Bull. Metropolitan Life Ins. Co., Sept., 1936. Pp. 2 


Social Problems and Reforms 


Apamic, L. Aliens and alien-baiters, Harper's, Nov., 1936. Pp. 16. 

BRAUNTHAL, A. Residential building in the United States and Great Britain, Soc. Reseatth, 
Feb., 1937. Pp. 22. 

Cooke, M. L. Forecast of power development. Am. Econ. Rev. Suppl., Mar., 1937. Pp.’ 

Foster, R. R. and Wickers, D. L. Residential building construction. Jour. Am. Stat. Ass, 
Mar., 1937. Pp. 8. 

GRISWOLD, A. W. New Deal revival. Events, Mar., 1937. Pp. 7. 

HALLAUER, F. J. Prospective residential construction. Jour. Land and Pub. Util. Econ,, Fe, 
1937. Pp. 6. 
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Lewis, C. F. Some economic implications of modern housing. Am. Econ. Rev. Suppl., Mar., 
1937. Pp. 8. 

saonie P. W. The present state of economic planning, II. Internat. Lab. Rev., Feb., 1937. 
Pp. 21. 

Pad D. Analyzing families by type with respect to consumption. Jour. Am. Stat. 
Assoc., Mar., 1937. Pp. 

preston, H. H. Financing of housing. Am. Econ. Rev. Suppl., Mar., 1937. Pp. 13. 

cwyper, C. Whence the fabulous wealth and income of the United States. Finance and 
Commerce, Jan. 13, 1937. 

TrrsorcH, G. The present situation of inadequate housing. Am. Econ. Rev. Suppl., Mar., 
1937. Pp. 6. 

op Vyver, T. F. Social security in the South. So. Econ. Jour., Jan., 1937. Pp. 13. 

Woir, H. D. The place of social security in our modern economic life. So. Econ. Jour., 
Jan., 1937. Pp. 12. 

Housing and housing research. Am. Econ. Rev. Suppl., Mar., 1937. Pp. 3. 

The national income. Index, N. Y. Trust Co., Feb., 1937. Pp. 7. 


Insurance and Pensions 


Bicck, G. E. Requirements for unemployment compensation systems. Jour. Am. Stat. Assoc., 
Mar., 1937. Pp. 9. 

Estey, J. A. Unemployment insurance and mobility of labor. Social Forces, Mar., 1937. 
Pp. 6. 

Sa M. W. Social security laws. Jour. Accountancy, Feb., 1937. Pp. 12. 

Murpuy, H. K. and SLAUGHTER, J. A. Social security: (1) Old age provisions of the so- 
cial security act; (2) Estimated payroll taxes for unemployment compensation. Conf. 
Bd. Bull., Jan. 15, 1937. Pp. 20. 

Ross, E. Unemployment relief and insurance. Am. Econ. Rev., Suppl., Mar., 1937. Pp. 8. 

ScHwuLsT, E. B. Economic problems arising from social security taxes and reserves. Am. 
Econ. Rev. Suppl., Mar., 1937. Pp. 10. 

SELEKMAN, B. M. The Social Security act. Harvard Bus. Rev., Winter, 1937. Pp. 15. 

WittAMSON, W. R. The federal-state unemployment compensation provisions of the So- 
cial Security act, Am. Econ. Rev. Suppl., Mar., 1937. Pp. 13. 

Witte, E. E. Old age security in the Social Security act. Jour. Pol. Econ., Feb., 1937. Pp. 
44, 

Workmen's compensation legislation in the United States and Canada, 1936. Mo. Lab. 
Rev., Jan., 1937. Pp. 10. 


Pauperism, Charities and Relief Measures 
Myers, H. B. Relief in the rural South. So. Econ. Jour., Jan., 1937. Pp. 11. 


Socialism and Co-operative Enterprises 


HAN-SENG, C. Codperatives as a panacea for China’s ills. Far East Survey, Mar., 1937. Pp. 7. 
WoMERSLEY, W. Communism. Canadian Banker, Jan., 1937. Pp. 10. 


Statistics and Its Methods 


ALTMEYER, A. J. Statistical requirements of the Social Security Board. Jour. Am. Stat. 
Assoc., Mar., 1937. Pp. 4. 

BENNETT, M. K. On measurement of relative national standards of living. Quart. Jour. 
Econ., Feb., 1937. Pp. 20. 

Coasr, R. H. and Fow ier, R. F. The pig-cycle in Great Britain: an explanation. Economica, 
Feb, 1937. Pp. 28, 

Davis, J. S. Statistics and social engineering. Jour. Am. Stat. Assoc., Mar., 1937. Pp. 7. 

Dean, J. P. Statistical cost curves, Jour. Am. Stat. Assoc., Mar., 1937. Pp. 7. 
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Gint, C. Methods of eliminating the influence of several groups of factors. Econometri 
Jan., 1937. Pp. 18 
JOHNSON, N. O. The Pareto law. Rev. Econ. Stat., Feb., 1937. Pp. 7. 


NYBOLLE, H. C. and others. Harald Westergaard. Nationalok. Tids., 74 Bind, 6 Hefte. >, 
14. 

WituaMs, F. M. Methods of measuring variations in family expenditures. Jour. Am. Sy 
Assoc., Mar., 1937. Pp. 10 


Distribution of purchasing power and business fluctuations. Am. Econ. Rev. Suppl, My 
1937. Pp. 3. 
Indicia of recovery. Am. Econ, Rev. Suppl., Mar., 1937. Pp. 4. 
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DOCUMENTS, REPORTS, AND LEGISLATION 


Industries and Commerce 


In the Trade Information Series of the federal Department of Commerce have 
peared Bulletin No. 836, Expansion of Japan's Foreign Trade and Industry, 
py V. P. Copping (pp. 72, 10c.) ; No. 837, Summary of United States Trade 
ith World, 1936, by E. A. Tupper (pp. 41). 

In the Domestic Commerce Series Z appeared Bulletin No. 96, Long-Term 


Debts in the United States, by D. C. Horton (pp. 211, 20c.). 


The federal Department of Agriculture has issued Miscellaneous Publication 
lo. 261, A Graphic Summary of Farm Tenure (Based Largely on the Census of 
930 and 1935), by H. A. Turner (pp. 52, 10c.). 

Also, Statistical Bulletin No. 54, Wheat Futures: Volume of Trading, Open 
ommitments and Prices from January 3, 1933, to December 31, 1935, prepared 
y the Commodity Exchange Administration (January, 1937, pp. 108, 15c.). 


Additional volumes have been issued in the series published by the United 
tates Tariff Commission, on Comparative Statistics of Imports into the United 
sates for Consumption by Countries for the Calendar Y ears 1931-1935 Inclusive, 
W.P.A. statistical project 65-31-2075, carried on at Richmond, Virginia. Vol. V, 
roup 3, Textiles, Part 1, Cotton and Other Vegetable Fibers (except Countable 
otton Cloth), Straw or Other Fiber Hats and Materials, Miscellaneous Textile 
Products; Part 2, Countable Cotton Cloth; Vol. VIII, Group 6, Metals and Manu- 


actures (except Machinery and Vehicles), Part 1, Iron and Steel Materials and 
lanufactures, 


Labor 


' The Bureau of Labor Statistics of the federal Department of Labor has issued 
bulletin No. 620, Wages, Hours, and Working Conditions in the Folding- 
piper-Box Industry, 1933, 1934, and 1935 (pp. 81, 15c.); No. 623, Wages, 
Hours, and Working Conditions in the Bread-Baking Industry, 1934 (pp. 143, 
Oc.); No. 625, Occupational-Disease Legislation in the United States, 1936 
pp. 58, 10c.) ; No. 626, Union Scales of Wages and Hours in the Building 
Trades, May 15, 1936, by Florence Peterson and C. F. Rauth (pp. 46, 10c.) ; 

0. 627, Entrance Rates and Full-Time Hours of Common Laborers Employed 
W) Cities, September 1935 (pp. 31, 10c.). 


Banking 


| The Department of Commerce has issued Special Circular No. 419 under 
ate of November 16, 1936, on Recent Currency Developments in Europe, by 
-R. Wilson (mimeographed sheets, pp. 11). 


Public Finance 


The Department of Taxation and Finance of the State of New York has 
inted a pamphlet entitled Stock Transfer Tax Law and Information Relating 
hereto, October 1, 1936 (Albany, pp. 28). 
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Thomas Walker Page 


Thomas Walker Page, vice-chairman of the United States Tariff Commission 
and James Wilson professor of economics at the University of Virginia from 
1906 to 1922, died January 13, 1937. He was active in the performance of his 
duties with the Commission until the beginning of the Christmas holidays. 

Professor Page was born at Cobham, Albemarle County, Virginia, on December 
4, 1866. He came from distinguished English ancestors, who were among the 
earliest settlers in the Virginia Colony and who rendered notable service to the 
Colony and State of Virginia. His name was inherited from Dr. Thomas Walker 
physician, soldier and explorer, who in 1750 led the first expedition of white men 
into the mountains of Western Virginia and Eastern Kentucky. 

He was prepared for college by private tutors and was a student at Randolph. 
Macon College from 1883 to 1886, where he was awarded the M.A. degree. He 
also attended the University of Virginia in 1889, and in October, 1893, entered 
the University of Leipzig, where for the next six semesters he attended the 
lectures of Professors Marcks, v. Miaskowski, Lamprecht, Biicher, Wundt, Fricker, 
and Volkelt. He received the Ph.D. degree, summa cum laude, from Leipzig in 
1896. While in Europe Professor Page also did graduate work and research at 
the Universities of Oxford and Paris. His inaugural dissertation at Leipzig, “Die 
Umwandlung der Frohndienste in Geldrenten,” was published in 1897. His 
study of villainage in England involved the translation of numerous documents 
and records prepared in medieval Latin. His investigations in this field led toa 
close acquaintanceship with the noted scholar, Paul Vinogradoff, who later visited 
him at the University of Virginia. 

In the summer of 1898, Professor Page gave lectures at the University of 
Chicago and for the next two years was a member of the economics faculty at 
the University of California. In 1900 he organized the College of Commerce 
there of which he was made dean. He joined the faculty of the University of 
Texas in 1902, but returned to California a year later, leaving to become Professor 
of economics at the University of Virginia in 1906. He was granted a leave of 
absence to serve on the United States Tariff Board in 1911, and in 1914 was 
granted leave in order to become a member of the Committee on Tax Reform in 
Virginia. President Wilson appointed him to the United States Tariff Com- 
mission in 1918, of which he later became chairman, During the World War he 
was a member of various government committees in Washington, one of which 
was the Committee on Meat Conservation under the chairmanship of Herbert 
Hoover. He resigned from both the University of Virginia and the Tariff Com- 
mission in 1922 to become a member of the staff of the Brookings Institution, but 
returned to the Tariff Commission as vice-chairman in 1930, his reappointment 
for a term of six years having been made shortly before his death. 

Professor Page wrote extensively in the field of economics and published 1 
large number of monographs, articles, and official reports during his professional 
career. In 1900 a monograph, “The End of Villainage in England,” based on 
the work of his dissertation, was published by the American Economic Associa- 
tion. During the next few years he wrote several articles on the labor movement 
and on immigration which were published in the Political Science Quarterly, the 
Journal of Political Economy, and elsewhere. Later he specialized in the field of 
taxation and the tariff, his most noted book being Making the Tariff in the 
United States. He made numerous addresses before professional bodies, especially 
the National Tax Association, of which he was president in 1924. He was vice 
president of the American Economic Association in 1922. 
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The sympathies of Professor Page lay principally with the Classicists, properly 
qualified and interpreted in the light of modern developments. Although recog- 
nizing the merits of the marginal analysis, he never accepted the doctrines of the 
Austrian School with the finality accorded them by many American writers a 
generation Or more ago. On the other hand, he was keenly alive to the need for 
reform and never failed to stress this need in his lectures. In his inaugural address 
atthe University of Virginia in 1907, on ““Commercialism in American Life,” he 
ssserted that “the spirit of commercialism permeates all branches of society. The 
worst feature of wealth is that success insures impunity and the punishment by 
aw is inadequate. The lesson of content has not been learned for wealth means 
sower. Our theory of success should be corrected.” 

The students and associates of Professor Page everywhere attest to his keenness 
of mind, his breadth of intellect, his native personal charm, and his utter fairness 
of judgment and intellectual honesty. His opinions were sought by many men 
in various groups of government service. While he had a deep attachment to 
economic history, he devoted nearly all of his time for more than twenty years to 
1 study of the tariff. He laid great stress on the need for a practical approach to 
the solution of problems and above all the application of common sense. Per- 
haps no greater tribute could be paid Professor Page than that of Hon. Robert 
Lincoln O'Brien, chairman of the United States Tariff Commission, when he 
said, “He was the ideal Tariff Commissioner. In the performance of his duty he 
knew neither politics nor sections nor interests. The accurate ascertainment of 
facts and their common sense interpretation were the ends toward which he 
aimed.” 

TIPTON R. SNAVELY 

University of Virginia 
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NOTES Shore, 
To the list of names for the Nominating Committee of the AMERICAN Eco. MN 


: Stone, 

NOMIC ASSOCIATION, noted in the March issue (p. 232), should be added thy a 
of Professor Arthur W. Marget, University of Minnesota. Taft, | 
The following names have been added to the membership of the AmERicay ma 
ECONOMIC ASSOCIATION since February 1: Uelan 
Alm, I. W., School of Business Admin., Indiana University, Bloomington, Ind. ome 
Andrews, W. H., 214 E. 5th St., Bloomington, Ind. webs 
Ashburn, K. E., Southern Methodist University, Dallas, Tex. Walke 
Bacon, M. A., Vanderbilt University, Nashville, Tenn. he 
Blum, J. W., Gambier, Ohio wehbe 
Boer, A. E., University of Pittsburgh, Pittsburgh, Pa. Wheel 
Bonnell, A. T., 405 Commerce Bldg., University of Illinois, Urbana, III. Wilco: 
Boord, H. O., 305 Wilson Ave., Washington, Pa. Vil . 
Bowen, H., State University of Iowa, Iowa City, Iowa. ha, 


Bradley, M., All States Hotel, Washington, D.C. Winte 
Browne, A. E., Dept. of Econ., University of California, Berkeley, Calif. 


Burston, R. T., 339 Roberts Ave., Glenside, Pa. Te 
Finnegan, J. H., 3350 Bronx Blvd., New York City. - 
Ford, C. W., University of Akron, Akron, Ohio. To 
Garis, R. L., Vanderbilt University, Nashville, Tenn. hich 
Gurvich, E. T., Spirtdonooka 26 Kv. 17, Moscow, U.S.S.R. mes 
Harris, H. B., 20 Cedar St., Chicago, Ill. can A 
Hart, O. H., Jr., 2821 Yale Station, New Haven, Conn. Unive 
Hartley, R. W., National Resources Committee, North Interior Bldg., Washington, D.C. of Illi 
Hatfield, G. W., “Heathfield,” New Canaan, Conn. The 
Ho, T. G., 731 21st St. N.W., Washington, D.C. 
Hodgson, J. G., 625 Remington St., Fort Collins, Colo. lished 
Holmes, F. B., 1317 15th St., Sacramento, Calif. Unive 
Hood, R., Brookings Institution, Washington, D.C. Urbar 
Hoover, D. H., 804 Springfield Ave., Urbana, IIl. 
Horne, M. K., Jr., 827 N. State St., Jackson, Miss. The 
Hutcheson, H. H., Connecticut College, New London, Conn. ventio 
James, A. C., Western Reserve University, Cleveland, Ohio. ; 
Jones, F. M., College of Commerce, University of Illinois, Urbana, III. electe 
Kidner, F. L., 119 South Hall, University of California, Berkeley, Calif. Thom 
King, R. C., U. S. Tariff Commission, Washington, D.C. Unive 
Knight, E. L., Duquesne University, 331 Fourth Ave., Pittsburgh, Pa. of Ari 
Larson, H. M., Harvard University Graduate School of Business, Soldiers Field, Boston, apy 
Washi 
McClintic, J. O., 1616 N. Catalina, Pasadena, Calif. 
McGuire, C. W., 1409 Rosemary Lane, Columbia, Mo. The 
McKee, C. W., Dept. of Econ. and Bus., Westminster College, New Wilmington, Pa. was hi 
Masiko, P., Jr., 408 W. Oregon St., Urbana, III. sectior 
Millikan, M. F., 163 Yale Station, New Haven, Conn. lohnsc 
Mock, S. D., Doane College, Crete, Neb. C 
Munn, B., Dept. of Econ., Centre College, Danville, Ky. ontr 
Nathan, R. R., Div. of Econ. Res., Bur. of For. and Dom. Comm., U. S. Dept. of Com Colleg 
merce, Washington, D.C. Sixteet 


Nelson, A. W., Div. of Res., U. S. Maritime Commission, Washington, D.C. 

Oakley, C. K., 509 W. 121st St., New York City. 

O'Connor, W. J., 4728 46th St. N.W., Washington, D.C. 

Poindexter, W. G., Jr., School of Rural Social Economics, University of Virginia, Univer 
sity, Va. 

Rankin, J. O., Steele, Mo 

Riefler, W. W., 69 Alexander St., Princeton, N.J. oe 

Roberts, H. S., 5504 30th St. N.W., Washington, D.C. C CON 

Rubin, S. M., 1905 Marmion Ave., New York City. of the 

Rushmore, D. B., University Club, 1 W. 54th St., New York City. Ouarte 

Said, A. R., 527 S. Friends Ave., Whittier, Calif hairm 

Sauer, E. W., 8511 Wareham Rd., Jamaica, N.Y. nme 
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shore, M. L., 1960 Georgia Ave., Winston-Salem, N.C. 

Springer, J. Y, Box 4124, Duke Station, Durham, N.C. 

Stone. E. Wardman Park Hotel, Washington, D.C. 

Summerfeldt, J. G., Trenton Trust Bldg., Trenton, N.J. 

Taft, P., 3337 18th St., N.W., Washington, D.C. 

Timlin, M., University of Saskatchewan, Saskatoon, Saskatchewan, Canada. 
Titsworth, H. H., Queensboro Hotel, Glen Falls, N.Y. 

Ueland, A., 3900 Connecticut Ave. N.W., Washington, D.C. 

Venneman, H., 2121 New York Ave. N.W., Washington, D.C. 

Waabel, J., Mangu 4, Nomme, Estonia. 

Walker, D., University of Utah, Salt Lake City, Utah. 

Walker, Q. F., Executive Offices, R. H. Macy and Co., New York City. 
Waters, L. L., 404 Commerce Bldg., University of Illinois, Urbana, III. 
Weber, O. F., 61 Broadway, New York City. 

Wheeler, O. P., Div. of Res., Federal Reserve Bank of San Francisco, San Francisco, Calif. 
Wilcox, S., 1023 Wertland St., Charlottesville, Va. 

Wiley, J. W., 404 Commerce Bldg., University of Illinois, Urbana, III. 
Winters, R. A., Tufts College, Medford, Mass. 

Wolfe, L. R., 476 Park Ave., Glencoe, Ill. 

Wright, C. A., 302 Reed Hall, Hanover, N.H. 

® Zingler, E. K., 1223 E. 57th St., Chicago, Ill. 


To the list of associations in the general field of economics and allied subjects 
which was published in the March issue should be added the name of the Ameri- 
can Association of University Teachers of Insurance—president, H. J. Loman, 
University of Pennsylvania; secretary-treasurer, Frank G. Dickinson, University 
of Illinois. 

The Proceedings of the fourth annual ree of this Association were pub- 
lished as the first issue in volume 4 of the Journal of the American Association of 


University Teachers of Insurance (411 Commerce Bldg., University of Illinois, 
Urbana, March, 1937). 


The American Association of Collegiate Schools of Business at its annual con- 
vention at Louisiana State University, Baton Rouge, Louisiana, March 22-24, 
elected the following officers for the ensuing year: president, Dean Charles M. 
Thompson, University of Illinois; vice-president, Dean Robert Preston Brooks, 
University of Georgia; secretary-treasurer, Dean Charles C. Fichtner, University 
of Arkansas; additional members of the executive committee, Dean Isidor Loeb, 
Washington University, and Dean Arthur B. Adams, University of Oklahoma. 


The eighteenth annual meeting of the Southwestern Social Science Association 
was held in Dallas, March 26-27. The principal papers read at the economics 
section meeting were: ‘‘Codperative Movement in the United States’ by Jack 
Johnson, North Texas State Teachers College; “Bank Credit Inflation and Its 
Control in the United States” by F. B. Clark, Texas Agricultural and Mechanical 
College; “Labor Relations in the Southwest’’ by Edwin A. Elliott, director of the 
Sixteenth Region, National Labor Relations Board; “Struggle between Fascism 
and Communism in Europe” by E. E. Hale, University of Texas; ‘The Position 
of the United States Treasury” by Dean C. C. Fichtner, University of Arkansas; 
The Corporation Surplus Tax in Its Relation to the Business Cycle” by H. L. 
McCracken, Louisiana State University. Dean J. B. Trant, Louisiana State Uni- 
Versity, was elected president of the Southwestern Social Science Association for 
the coming year. Karl E. Ashburn, Southern Methodist University, was chairman 
of the economics section and economics editor of the Southwestern Social Science 
Quarterly this past year; S. A. Caldwell, Louisiana State University, was elected 
hairman of the economics section and Frederick L. Ryan, University of Okla- 
noma, economics editor of the Quarterly for the coming year. 
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The fourth annual meeting of the Mid-West Economic Association was hel; 
at Des Moines, April 15-17. Among the papers presented were “Econom, 
Theory and Public Policy” by Walter A. Morton, University of Wisconsin: 
“Proposed Public Housing Programs” by Roland S. Vaile, University of Minn. 
sota; “Taxation and Public Utility Rates” by Arthur Borak, University of Min. 
nesota; “Homestead Tax Exemption’” by Edward B. Schmidt, University of 
Nebraska; “Homestead Tax Reduction’ by C. Woody Thompson, State Unive. 
sity of Iowa; “The General Strike in Pekin, Illinois’ by F. Russell Glasene, 
Illinois State Normal University; “Economic Implications of Industrial Union. 
ism” by C. L. Christensen, University of Indiana; ‘Industry and the Wore 
in 1937” by A. G. Anderson, University of Illinois; “A Critical Appraisal of 
the Theory of Imperfect Competition” by George Stigler, Iowa State College: 
“Security Market Regulation” by Harry D. Wolfe, University of Wisconsin; "4 
Theory of Consumers’ Values’ by John Ise, University of Kansas; “A Gold 
Standard of the Future’ by Howard Bowen, State University of Iowa; “Germy 
Finances in 1937” by Melchior Palyi, University of Chicago, 


The Canadian Political Science Association held its ninth annual meeting Mi 
24-25. Among the papers presented were “Economic and Accounting Concepts’ 
by R. G. H. Smails, Queen's University ; ‘The Future of Codperation in Canady’ 
by H. Michell, McMaster University; ‘Development in the Concept of Codpen 
tion in Western Canada’ by H. C. Grant, University of Manitoba; “Internation 
Trade Theory and the Making of Trade Agreements” by Norman Robertson, 
Department of External Affairs, Ottawa; ‘The Marketing of Whole Milk” by 
W. M. Drummond, University of Toronto; “The Course of Actual Interes 
Returns since 1929” by G. E. Nixon, Dominion Securities Corporation Limited, 
Montreal; ‘Economic and Financial Consequences and Implications of Lower 
Interest Returns in Canada’ by J. T. Bryden, North American Life Assurance 
Company, Toronto; “The Future Course of Interest Rates” by W. T. G. Hacket, 
Mills Spence and Company, Toronto; “Monopolistic Competition and Economic 
Realism” by J. M. Cassels, Harvard University; “Problems of Provincial and 
Municipal Finance in the Prairie Provinces” by W. J. Waines, University of 
Manitoba: ‘‘Pareto’s ‘General Sociology’ by C. B. Macpherson, University of 
Toronto. 


The 1937 meeting of the Western Farm Economics Association will be heli 
at Reno, Nevada, and Lake Tahoe, June 24-26. The opening and closing days 
will be at the University of Nevada in Reno; and the second day will combine 
an outing and meeting at Emerald Bay on Lake Tahoe. 

The discussion program includes four main speakers on “agricultural policy, 
“agricultural income,” ‘farm labor” and “small farms.” Brief reports will be 
received from each of the 11 western states on technological and scientific dis 
coveries which are not yet common knowledge but which may have far-reachin; 
influences in agriculture. The secretary-treasurer of the Association is Professa 
Cruz Venstrom, University of Nevada, Reno, Nevada. 


The third annual research conference on economics and statistics of the Cowles 
Commission for Research in Economics will be held June 28-July 23 at Colorado 
Springs, Colorado. Information in regard to the program may be obtained by 
addressing the secretary of the Commission, Colorado Springs. 
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The Fabian Summer School will be held at Normanhurst, Catsfield, Nr. Battle, 
Sussex, England, July 31-August 28. Information may be obtained from the 
Fabian Society, 11 Dartmouth St., Westminster, London, S.W. 1. 


The Southern Economic Association will meet in Chattanooga, Tennessee, 
November 5 and 6, according to an announcement by T. C. Bigham, vice-presi- 
dent in charge of the program. 


orm The Consumer Credit Institute of America, Inc., announces a prize essay con- 
a test with five prizes ranging from $1,000 to $100 for the best manuscripts of 
“7 book length, with a minimum of 30,000 words and a maximum of 100,000 
al 


words, on critical or constructive phases of consumer credit. Manuscripts must 


lee: be submitted before October 1, 1938. The judges will be Charles O. Hardy, 
; - Ernest M. Patterson, and Raymond Rodgers. The contest is undertaken under 
a the advisory committee which is composed of Charles W. Coulter, University of 


New Hampshire; Charles O. Hardy, Brookings Institution; Richmond H. Neil- 
son, Better Business Bureau of Montreal, Inc.; Ernest M. Patterson, University 
of Pennsylvania; Raymond Rodgers, New York University; William G. Sut- 


; May diffe, Boston University; Ray B. Westerfield, Yale University. Further informa- 
eps tion may be obtained from the secretary, Fred H. Clarkson, Consumer Credit 
hada Institute of America, Inc., Woolworth Building, 233 Broadway, New York City. 
tional 


Informational Service of the Social Security Board, Washington, has issued a 
pamphlet containing a selected list of publications which are distributed free of 
| charge by the Social Security Board. 
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The first issue of the Bulletin of the International Institute for Social History, 
Amsterdam, has appeared (E. J. Brill, Leiden, Holland). This Institute pub- 
lishes in addition an International Review for Social History. The address of the 
Institute is Amsterdam C., 264 Keizersgracht. ~ 


Columbia University Press is agent for a compendium on Holiday Courses in 
Europe, 1937 (pp. 64, 50c.), published by the International Institute of Intel- 
lectual Codperation. This contains an indexed list of 148 courses, organized in 
18 different countries. Among these courses are some devoted to the social 
sciences, 
e held 


: William R. Gray, dean of the Amos Tuck School of Administration and 
mbin¢ 


Finance, Dartmouth College, died March 31, 1937. 
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Ralph Emerson Heilman, dean of the School of Commerce at Northwestern 
University since 1919, died February 16, 1937. 


Appointments and Resignations 


A. E. Albrecht of the College of the City of New York will give courses in 


. onomics and marketing during the summer session at the University of Ne- 
“owls braska, 

“ aby C. P. Anson, instructor at the University of North Carolina, will teach in the 


summer session at Western Maryland College. 
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Roscoe Arant of Iowa State Teachers College has been appointed to the sum. 
mer session staff in economics at the College of the City of New York. 


Emily C. Brown, associate professor of economics at Vassar College, will be 
on leave of absence for the second semester of the academic year 1937-38, 


Lyndon O. Brown of Northwestern University School of Commerce has been 
advanced to the rank of associate professor of marketing and advertising. 


Melvin G. de Chazeau, associate professor of commerce and business ad. 
ministration at the University of Virginia, has accepted a temporary appointment 
as consulting expert under the supervision of the Director of Research and Sta. 
tistics, United States Treasury, to make special study of certain cases arising under 
the anti-dumping provision of the tariff law. 


Neil Carothers of Lehigh University has been appointed dean of the College 
of Business Administration and Mcfarlane professor of economics, a new pro. 
fessorship created by the will of the late Charles W. Mcfarlane. 


M. B. Cogburn, instructor in accounting at the University of Florida, was 
granted a leave of absence for the second semester of 1937 to serve on the 
teaching staff of the accounting department at the University of Illinois. 


Charles W. Cole of Amherst College has been promoted from associate pro. 
fessor to professor. 


R. B. Cowin of Lehigh University has been promoted to the headship of the 
department of accounting. 


William H. Davis of the University of Florida has been appointed instructor 
in accountancy. 


Joel P. Dean is on leave of absence from the department of economics at In- 
diana University and is now on the staff of McKinsey, Wellington and Com. 
pany of Chicago. 


H. M. Diamond of Lehigh University is promoted to professor of economic. 


George W. Dowrie of Stanford University will offer courses in the 1937 
summer session at Northwestern University School of Commerce. 


Delbert J. Duncan of Northwestern University School of Commerce will be 
on leave of absence for 1937-1938, teaching at the Harvard Graduate School of 
Business Administration. 


Irving Fisher of Yale University has received an honorary degree of LLD. 
from Athens University. 


E. S. Fullbrook, professor of marketing at the University of Nebraska, is to 
give courses in economics and marketing during the summer session of the Col- 
lege of the City of New York. 


Henry F. Grady of the University of California is a member of the Board 
of the United States Tariff Commission to succeed Thomas Walker Page. 
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Earl J. Hamilton of Duke University has been moe to a Guggenheim 
fellowship for the year 1937-38. He will be engaged in a study in France of 
monetary inflation during the period of John Law's influence on French finances. 


Albert Haring of Lehigh University has been promoted from assistant pro- 
fessor to associate professor of economics. 


Asher Hobson of the University of Wisconsin will offer courses in the 1937 
summer session at Northwestern University School of Commerce. 


Leland Hamilton Jenks of Wellesley College lectured during the month of 
May at the University of London on ‘Some Aspects of the British Migration 
of Capital.” 


Emory R. Johnson, pega of transportation at the University of Pennsyl- 
vania, was chairman of the special committee —— by the President of the 
United States, July 7, 1936, on Panama Canal Tolls and Vessel Measurement 
Rules. This report has now been released by the President and is in printed form 
(Senate Document No. 23, 75th Congress, 1st Session). 


Eliot Jones of Stanford University will spend the summer in travel and study 
in England. 


Lester Kellogg of Ohio State University will offer courses in the 1937 summer 
session at Northwestern University. 


Jerome Kesselman has been appointed assistant instructor in accounting at 
the University of Kansas. 


Richard A. Lester of Princeton University will be absent during the first term 
of the academic year 1937-38 to accept an 5 ange yrs as assistant professor of 
economics at Haverford College during the leave of absence of Professor Frank 
Whitson Fetter. 


Ben W. Lewis of Oberlin College will give courses at the University of Chi- 
cago during the summer quarter. 


R. D. McIntyre will be on leave from the University of Kentucky for the aca- 
demic year 1937-38 and will pursue graduate work at New York University. 

].R. Manning of the Texas College of Arts and Industries taught during the 
ssecond semester in the School of Business Administration of the University of 
Texas, 


Gladys Meyer has been appointed instructor in economics at Vassar College 
for the academic year 1937-38. 


Jean Hayden Mulliken of Vassar College has been promoted from instructor 
to assistant professor in economics and sociology. 


Ruby Norris, instructor of economics at Vassar College, will be on leave of 
absence the first semester of the academic year 1937-38. 


Elizabeth M. Paine, recently engaged in the pene of business cases and 


problems as a member of the research staff of Harvard University Graduate 
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Notes 


nistration, has been appointed to the faculty of Noth. 
of Commerce as an instructor in the department ¢ 


resigned from the position of regional director for tie 
y under the Bureau of Home Economics, to a 
r in economics at New Jersey College for Women, 


professor of public utilities at Northwestern Univer. 
has been appointed executive officer of the Illinois 


formerly with the Resettlement Administration, has fe. 
tor of the Bureau of Public Welfare, Denver, Colp. 


University of North Carolina will teach accounting at 
f New York during the coming summer. 


en appointed lecturer in the department of retailing at 
sistant professor of economics at Indiana University 
University will offer courses in population and stand- 
rsity of North Carolina during the summer term. 
e University of Virginia, will spend the coming sum. 
he operation of the British Minimum Wage Law since 
n promoted to an assistant professorship of economics 
University will offer courses in the 1937 summer 
University. 


lirector of studies for the tutorial classes at the Lon 
gave the Anna Howard Shaw Memorial Lectures on 
‘rary England at Byrn Mawr College during April and 


visit to England, gave a course of lectures at Oxford, 
on the economic geography of the St. Lawrence 


f the University of North Carolina, will teach at the 
Berkeley during the summer session. 
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